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In This Issue 


“* * * the technical accounting and 
voluminous records necessary to com- 
pute accurately or with reasonable ac- 
curacy the gain or loss in the sale of 
so-called capital assets, particularly 
those which have been held for a num- 
ber of years is by far the greatest 
burden and tirmhe-consumer in deter- 
mining the correct tax liability. With 
the advent of the new provision of the 
1934 law, known as Section 117, the 
burden has not been lightened. 

“If this part of the Income Tax 
Law could be eliminated, the major 
part of the difficulty in compiling the 
returns would be eliminated. * * * 

From article by H. N. Andrews, Chairman, 
Committee on Taxation, Trust Division, Ameri- 
can Bankers Association, and Vice President, 


Old Colony Trust Company, Boston, pages 
591-593. 


“«* * * instead of undertaking to 
secure competent trust administra- 
tion by elaborate and expensive ex- 
aminations, it would be far better for 
the several states to require that no 
bank or trust company should be per- 
mitted to enter the trust business 
without first evidencing its ability to 
foa.*** 

“The necessary examinations 
could be conducted by a Board of 
Examiners similar to the Boards 
which conduct examinations for law- 
yers and for public accountants. 

“In addition to requiring that new 
trust institutions shall have a prop- 
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erly trained personnel, it would also 
seem highly desirable that careful 
consideration be given to the prob- 
ability of the existence of sufficient 
trust business in the locality to war- 
rant an institution beginning its 
career. * * * 

“The suggestions I have just made 
covering restrictions upon the estab- 
lishment of new trust institutions 
may possibly be understood as an at- 
tempt to restrict the field to those ° 
institutions now in existence, but I 
assure you they are solely with a 
view to improving the character of 
the trust business. The trust field has 
been nowhere near fully developed 
and therefore there is ample addi- 
tional business to be had. This, I be- 
lieve, is particularly true if the char- 
acter of the service rendered is im- 
proved and proper steps are taken to 
guard against injury to the reputa- 
tion of the business by a _ small 
minority of incompetent institu- 


tions.” 


From address by Harold Eckhart, Vice Presi- 
dent and Secretary, Harris Trust and Savings 
Bank, Chicago, reported on pages 641-646. 


“Relationships between trust in- 
stitutions and lawyers, happily, are 
better now than they have been in 
years. This statement, although a 
broad one and subject to some excep- 
tions, is entirely accurate as applied 
to the country as a whole. 

“... the situation as it now obtains 
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nationally represents a tremendous 
improvement over what it was ten or 
even five years ago. Understanding is 
displacing criticism; harmony is dis- 
placing dispute; cooperation is dis- 
placing conflict. The trend is steadily 
in the direction of the solution of the 
mutual problems of lawyers and trust 
institutions by joint friendly action 
rather than by opposing action. 
“The consequences of this move- 
ment are of great importance not 
only to trust institutions and lawyers 
but also to the general public. Trust 
men and lawyers both serve the pub- 
lic. Working together, each can give 
the public their best. Actuated by a 
spirit of harmony, together they can 
dispose of any conflicts of interest in 
terms of the welfare of the public. In 
fact, the realization of the leaders of 
both groups as to how deeply the 
public interest is involved in their 
common problems is, I believe, a 
large factor in the progress being 
made in the solution of these prob- 


lems.” 


From address by Henry E. Sargent, Secretary, 
Trust Division, American Bankers Association, 
reported on pages 629-632. 


“As an extreme case of how far a 
trustee must go in safeguarding in- 
vestments, one of our estates is the 
largest stockholder of a certain small 
company about which no information 
is available in any of the usual 
sources. In this case, even though we 
do not hold a majority of the out- 
standing stock, we have found it 
advisable to send a representative to 
the offices of the company on various 
occasions and have gone so far as to 
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provide for the installation of a more 
modern set of bookkeeping. At the 
present time, we are taking the initia- 
tive in practically reorganizing the 
company in order to reduce its ex- 
penses and place it on a more profi- 
table basis.” 


Excerpt from discussion of ‘“‘Supervision of 
Trust Investments” by Frank M. Perley, Trust 
Investment Officer, American Security & 
Trust Company, Washington, D. C., reported 
on pages 649-651. 


“As trust business continues to 
grow it is becoming more and more 
important to exercise care and dis- 
crimination in the selection and ac- 
ceptance of new business. Not all trust 
business offered is profitable and there 
is much business that can be of real 
detriment even though profitable. * * * 

“The trust department of the fu- 
ture that shows the best earning will 
have a good cost accounting system 
and will apply a schedule of fees and 
charges based on accurate knowledge 
of what it costs to perform the duties 


it has undertaken.” 


From address by Arthur H. Evans, Vice Pres}. 
dent, Continental Illinois National Bank and 
Trust Company, Chicago, reported on pages 
615-616. 


ANNOUNCEMENT 

Announcement is made by Trust 
Companies Magazine that all of the 
capital stock of Fiduciary Publishers, 
Inc., has been purchased by Christian 
C. Luhnow. 

Effective as of July 1, 1935, Glen 
B. Winship has tendered his resigna- 
tion as Editorial and Business Direc- 
tor of the magazine and as President 
and member of the Board of Directors 
of Fiduciary Publishers, Inc. 





Increasing Revenue By Lessening 


Tax Requirements 


H. N. ANDREWS 


Chairman, Committee on Taxation, Trust Division, American Bankers Association, and Vice President, 
Old Colony Trust Company of Boston, Mass. 


ing or eliminating taxes seems im- 
possible. This we would all like to 
have happen, particularly our political 
friends who are now building up their 
fences for the 1936 campaign. If any 
material phase of the tax problem could 
be changed or readjusted so as to lighten 
the load of the taxpayer, it would prob- 
ably be the most welcome relief to that 
frightened and harassed group of citi- 
zens. Such an opportunity does seem pos- 
sible, and presents not only a possible 
increase in revenue but elimination of 
the greatest bugbear in our Federal In- 
come Tax procedure, not only financially, 
but mentally and in every other way. It 
involves the elimination or modification 
of that provision of 
the tax law which 
causes more labor, 
more detailed tech- 
nical computation 
and more harsh 
criticism on the 
part of both tax- 
payers and Govern- 
ment officials than 
any other provision 
of the law. It is our 
old friend—taxa- 
tion of gains and 
deductions of losses 
in the sale of cap- 
ital assets. 
It will be frankly 
admitted, without 
statistical support, 
that the technical 
accounting and 
voluminous records 
necessary to com- 
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with reasonable accuracy the gain or loss 
in the sale of so-called capital assets, 
particularly those which have been held 
for a number of years is by far the 
greatest burden and time-consumer in 
determining the correct tax liability. 
With the advent of the new provision of 
the 1934 law, known as Section 117, the 
burden has not been lightened. 

If this part of the Income Tax Law 
could be eliminated, the major part of 
the difficulty in compiling the returns 
would be eliminated. To the average tax- 
payer, to the trustee, to the Government 
field agents and other employees, the 
determination of proper debits and 
credits on account of the sale of capital 
assets, particularly securities, is unques- 

tionably the most 
troublesome phase 
of the entire tax 
procedure. 

Of course this 
question resolves 
itself primarily 
in‘o one of its 
effect on the reve- 
nue of the Govern- 
ment. It is, admit- 
tedly, the most 
interested party, 
and if a change is 
contemplated, of 
course its point of 
view must be given 
the greatest of con- 
sideration. What 
are the actual facts 
on the question of 
revenue from this 
source? Statistics 
are available for 


pute accurately or 
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drawing logical conclusions. We have 
Treasury figures for the years 1930-1933, 
both years inclusive, and in all probabil- 
ity those for 1934 are of the same general 
trend. While the published statistics of 
the department cover only the statutory 
definition of capital gains and losses, 
which during the years in question in- 
volved assets held for over two years at 
the time of sale, it is probable that the 
general result with regard to transac- 
tions within the two-year period and 
which are included in the computation of 
ordinary income, should show the same 
approximate result. These Treasury sta- 
tistics show that during the four years 
mentioned the tax on so-called capital 
net gains totalled approximately $94,- 
000,000, whereas, the credit against taxes 
on account of capital net losses for the 
same period amounted to $120,000,000; 
that is, a net loss in actual dollars to the 
Government of approximately $26,000,- 
000. Of course it will be contended that 
these depression years are not a proper 
test of normal conditions. True. Neither 
were the prior inflation years indicative 
of normal conditions, and in all prob- 
ability such hectic times as we experi- 
enced in 1928 and 1929 will never re- 


appear. 


Opportune Time for Change 


While it is generally hoped and ex- 
pected that conditions will again adjust 
themselves to the extent that net gains 
will exceed net losses, it is probable, on 
account of the great shrinkages in 
estates and the much greater levies made 
upon capital through Gift and increased 
Estate Taxes and the use of capital for 
income expenses both by the Govern- 
ment and individuals, that the days of 
material gains from the sale of capital 
assets will not soon return, and upon 
their return any gains will be of a de- 
cidedly conservative nature. Therefore, 
it would seem to follow that now is the 
time to give this matter thorough study 
and overhauling. If it is found imprac- 
ticable or undesirable to eliminate en- 
tirely the matter of tax gains and the 
giving of credit for losses in the sale of 
capital assets, such drastic modification 
of the law should be made that approx- 
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imate results may be obtained without 
the expense and headaches now neces- 
sary to conform with the technicalities 
of the statutes and regulations. 

Great Britain, whose financiers must 
be classed with the very best, has, with- 
out apparent loss of revenue, left this 
troublesome capital gain and loss feature 
out of its tax program, except where 
buying and selling forms the business of 
the taxpayer. They must have reached 
the conclusion which our statistics here 
seem to show, that over a period of years 
the revenue obtained does not warrant 
the tremendous amount of accounting 
involved. A recent publication of the 
Congressional Joint Committee on In- 
ternal Revenue Taxation entitled “A 
Summary of the British Tax System,” 
very ably and thoroughly explains the 
procedure there and states that although 
they have other problems and conditions 
which are not prevalent here, that in this 
respect “the British method avoids many 
technical and administrative questions 
and tends to produce a more stable reve- 
nue over years of prosperity and of 
depression.” 


Elimination Would Bring General Relief 


Just a cursory examination of the tax 
cases which have been litigated in the 
past will give some indication as to how 
much time, legal research and general 
administrative red tape is involved in 
these computations of gains and losses. 
The relief which would thereby be 
accorded to the Courts, Board of Tax 
Appeals, legal section of the department, 
in the recording and publication of de- 
cisions and rules, in the time consumed 
in committee hearings, and study and 
research by various committees, to say 
nothing of the expense and trouble to 
the taxpayer, would seem to warrant 
earnest consideration of the elimination 
of this tax at this propitious time. 

Looking at the problem from a pos- 
sible antagonistic attitude, is not this 
the particular time, when there would 
seem to be little probability of the Gov- 
ernment’s obtaining any substantial 
revenue from gains, to at least give this 
much discussed tax relief a trial? It 
seems probable that for the next few 
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years conditions of the last four or five 
years will continue, at least in some 
degree; that is, that the loss deductions 
will be greater than the tax gains, there- 
fore the experiment might be one of 
financial advantage to the Government. 

The purpose of taxation is, of course, 
to raise revenue for Governmental activi- 
ties. In this particular that result is 
simply an expectancy, and it is question- 
able if the prospective receipts from the 
capital gains provision warrants the tre- 
mendous exense and inconvenience to 
both the taxpayer and tax collector. If 
the cost of procuring tax revenue could 
be allocated as to each source of receipt, 
it would without doubt be found that 
here lies the greatest expense and burden 
of the entire tax situation. 

Actually to determine tax costs of 
securities which have been held for a 
long period, particularly those of the 
type of General Electric, whose share- 
holders have had several stock dividends, 


Government-Owned Central Bank 

“There is virtually unanimous agree- 
ment among bankers that our present 
regional system under private ownership 
is immeasurably better for the nation 
than a government owned and controlled 
bank.” 

This statement is taken from the ad- 
dress prepared by R. S. Hecht, president 
of the American Bankers Association, 
for delivery June 11 at the annual con- 
vention of the American Institute of 
Banking at Omaha, Nebraska. The plane 
on which Mr. Hecht was traveling from 
Washington was forced down en route, 
so that he was unable to reach the con- 
vention at the time scheduled for his 
address. 

The American Bankers Association 
has just completed a thorough study of 
the central banking experiences through- 
out the world, he said, and asserted that 
“we can say with authority that if his- 
tory teaches us anything it is this: It is 
almost certain that a central bank owned 
by the government would be conducted 
to serve the strategic requirements of 
politics in the interest of the party in 
power, rather than to serve the commer- 
cial needs of the nation.” 
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rights, and distributions other than cash, 
is the nightmare of tax accountants and 
revenue field agents. If the final results 
were of material benefit to the Govern- 
ment we would, of course, have to swal- 
low the pill pleasantly and charge the 
trouble to patriotism, but as above 
stated, we are going through a tremen- 
dous amount of costly motion without 
getting anywhere. Even if the revenue 
to the Government were substantial, it 
would have to be very material to offset 
the expense above referred to, and the 
many indirect expenses which so far as 
this phase of tax administration is con- 
cerned, are far in excess of the com- 
parable expenses incident to the admin- 
istration of other features of the law. 

Here is a matter in which apparently 
the framers of the new statute can work 
advantageously with accountants, fiduci-- 
aries, and others who are deeply in- 
terested in this question, to the great 
advantage of all concerned. 


Bankers and the 1936 Campaign 

“A year from now we will be well 
along in a presidential campaign which 
gives every indication of being histor- 
ical. Will we follow the traditional course 
of bankers and remain aloof, as an asso- 
ciation and as individuals, from discus- 
sion of the momentous issues which now 
appear to be crystallizing; or will we 
have the courage to ignore the possi- 
bilities of reprisals and state our con- 
victions openly? Will we refuse to recog- 
nize the deep-rooted causes of the unrest 
which so vociferously demands radical 
changes in our political system; or will 
we take the more heroic part and add our 
efforts to the removal of these causes in 
a manner consistent with the preserva- 
tion of our constitutional liberties? 

“T cannot believe that when the crisis 
comes the bankers of Ohio or of the 
nation will be found huddling in storm 
cellars.” 


From address of the President of the Ohio 
Bankers Association, B. S. Wellman, Vice Pres- 
ident of the Huntington National Bank, Colum- 
bus, delivered before the annual convention at 
Cincinnati, held June 12-13. 
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It’s Our Job to Manage 
Estates and Trusts 


CITY BANK FARMERS TRUST 
COMPANY, America’s oldest trust 
company, whose charter marked 
the inception of corporate trustee- 
ship in this country, is today a 
trust company exclusively. It does 
no commercial banking business 
... sells no securities. Its entire 
personnel is dedicated to a single 
purpose — the care and manage- 


ment of the property of its clients. 


CITY BANK FARMERS TRUST COMPANY 


Chartered 1822 


22 William Street—New York 
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The Natural Business Year 


Accountants Suggest Natural Fiscal Periods—Fiduciaries 
Share Advantages of More Efficient Management, 


More Informative Reports 
By CHARLES H. TOWNS 


Chairman, Special Committee of American Institute of Accountants on Natural Business Year 


CCOUNTANTS have for many 
Ave in their relations with their 
clients and through their profes- 
sional organizations, advised the adop- 
tion of the natural business year wher- 
ever its use would be advantageous. The 
American Institute of Accountants main- 
tains a special committee on the subject 
of the natural business year, of which 
the writer is chairman. Its procedure is 
that of research and education. Some of 
the problems with which it is engaged 
are indicated in the following pages. 


Definition and Illustration 


The expression “Natural Business 
Year” is used to denote an annual ac- 
counting period, whose opening and clos- 
ing dates are coordinated with the nat- 
ural dates of starting and completing 
annual operations in the business for 
which the accounting is done. 

Perhaps an illustration will be helpful 
in making clear the practical meaning 
of the expression. Let us assume that a 
trust company is acting as trustee for a 
trust fund whose principal asset is the 
stock of a corporation whose business is 
that of operating a school; assume fur- 
ther that the school is closed for sum- 
mer vacation from Jung 15 to September 
15 in each year and that contracts with 
teachers and other employees and for cer- 
tain supplies run from September 1 to 
the following August 31; also assume 
that it is necessary for the trust com- 
pany to participate actively in the man- 
agement of the school and that one of 
its officials is a director and treasurer 
of the school corporation. 

Under these conditions if the annual 
financial statements furnished to the 
trustee are prepared for a calendar year 
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ending December 31, the officer who uses 
them for comparison with other records 
may find it necessary to revise the state- 
ments so that they will be in accord with 
the operating period; or if he is consid- 
ering the statements in connection with 
information which he carries in his mind 
he may need to make difficult mental 
adjustments in an attempt to correlate 
the information which he has in his mind ~ 
with that in the statements. Similarly, if 
the monthly and cumulative financial 
statements are prepared on the basis of 
starting a new accounting period as at 
January 1 of each year, it may be neces- 
sary to spend much time and effort if 
information is to be obtained from the 
statements which can be used effectively 
for management purposes. 

On the other hand, if the accounting 
is done on the basis of a natural business 
year beginning September 1, the state- 
ments of income and expenses can most 
readily be prepared to show the results 
according to the operating periods. If, 
for example, a new business manager is 
placed in charge of certain matters on 
September 1 of a given year the financial 
statements can, without adjustment or 
delay, show the direct financial effect of 
the work for which he is responsible; 
similarly, the results of other changes in 
personnel, organization and policies can 
be reflected for periods which in most 
cases will be the most advantageous from 
the viewpoint of using the statements 
for management purposes. 

There would be other advantages of 
using the natural business year. For ex- 
ample, the annual balance sheet would be 
less subject to errors, particularly er- 
rors of opinion and judgment in valua- 
tion of inventories and accounts, if the 
date of annual closing of the accounts’ 
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falls at a time when inventories are low 
and when accounts and notes receivable 
and payable are comparatively well 
liquidated. Also, time and expense may 
be saved if the work incident to annual 
closing of accounts and preparation of 
annual statements is done at a time when 
business is relatively inactive. Further, 
if a budget is prepared and used for each 
operating year it will obviously be desir- 
able that the annual accounting period 
coincide with the annual budget period. 
It is not intended, however, to present 
here all of the advantages of use of the 
natural business year, in various kinds 
of companies. It is enough here to say 
that in some cases there may be benefits 
to a company’s employees, its manage- 
ment, its auditors, and its financial con- 
‘dition, from using a natural business 
year. 

It is not intended to state that August 
31 is the best closing date for the fiscal 
year of a school, in all cases. It may 
sometimes be better to use June 30 or 
another date might be found more ap- 
propriate in any given case. 


Seasonal Businesses 


Schools having long summer vacations 
do not, of course, represent the only sea- 
sonal types of operation in which the use 
of the natural business year is helpful. 
Some examples are given below of kinds 
of business with dates which were found 
desirable for annual closing of accounts, 
in an investigation of the subject made 
by the University of Illinois, as shown 
in Bulletin No. 11, entitled “The Natural 
Business Year,” issued by the Univer- 
sity’s Bureau of Business Research un- 
der date of December 7, 1926: 


Flour Mills—June 30 (with variation from 
May 31 to August 31, depending on 
whether in southern or northern local- 
ity). 

Meat Packing—October 31. 

Fruit and Vegetable Canning—March 31. 

Silk Manufacture—June 30 or July 31. 

Pulp and Paper Manufacture—December 
31. 

Cotton Seed Oil Manufacture—July 31. 

Paint and Varnish Manufacture—December 
31. 

Coal Mining—March 31. 

Department Stores—January 31. 
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Information regarding many other 
types of business is shown in the. bulle- 
tin. A general idea of the variety of de- 
sirable closing dates found for the 439 
reporting companies, as a result of the 
investigation, may be had from the fol- 
lowing quotation from the bulletin: 


“These figures show, that by using the 
most suitable natural date, 44% of the 
closings would come at the end of the 
calendar year, 14.8% at June 30, 7.3% 
at October 31, 6.9% at March 31, 6.4% at 
November 30, 6.2% at January 31, 4.6% 
at July 31, and 9.8% at the other dates.” 


Information Needed 


In connection with adoption of a nat- 
ural business year for any concern, it is 
of course necessary to determine what is 
its most advantageous annual closing 
date. It is obviously not practicable here 
to give a complete outline of procedure 
which could be recommended for use in 
every case, but the following suggestions 
may be found helpful. 

In some cases, as in that of the school 
previously described, it may be possible 
to determine the period to be included in 
the natural business year on the basis of 
general knowledge or without much effort 
in obtaining special information. In 
other cases it may be found necessary to 
get information such as that indicated 
by the following tabulation: 


Monthly Sales 

Monthly Inventory Balances 

Monthly Cash Balances 

Monthly Accounts Receivable Balances 
Monthly Accounts Payable Balances 
Monthly Loans Payable Balances 


Such information should be obtained 
for a period of from five to ten years, if 
practicable, unless the business under 
consideration is unusually free from 
fluctuations from year to year. Clearly, 
if information for only one year is avail- 
able it will be better than no informa- 
tion, but where the information for a 
period of from five to ten years is ob- 
tained it will usually result in a more 
dependable determination than will the 
information for a shorter period. 

In the case of a company whose busi- 
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ness is done on the basis of contracts for 
a period of several months or longer, if 
a large percentage of such contracts 
start as at any particular date, informa- 
tion as to such date will be useful. For 
example, a company operating a building 
in New York City, leasing space to ten- 
ants, might find April 30 an appropriate 
date for annual closing of its accounts. 
A large proportion of leases in New York 
City become effective on May 1 and ex- 
pire on April 30. 

The use to be made of financial state- 
ments should be considered. If the annual 
statements of a given company are to be 
used principally for purposes of compari- 
son with statements of other companies 
or are to be included with those of other 
companies in the preparation of consoli- 
dated statements, it may be necessary to 
use the annual closing date of the other 
companies, even though it may fall in an 
active business period when inventories, 
receivables and payables of the concern 
under consideration are high. Under such 
conditions there arises a problem to be 
solved according to the best judgment of 
the person or persons responsible, in the 
light of all related facts. 

In some cases there may be legal or 
contractual requirements which control 
the opening and closing dates of annual 
accounting periods. For instance, the 
fiscal year of the United States in all 
matters of accounts, receipts, expendi- 
tures, estimates and apportionments 
(with some exceptions) is required by 
statute to commence on the first day of 
July of each year. Similar provisions of 
law exist in connection with the accounts 
of at least a part of the states and their 
subdivisions, so that regardless of what 
may seem the logical closing date of a 
particular municipality from the view- 
point of its own operations it may not 
be able to use any date except that pro- 
vided by law. Similarly, the annual clos- 
ing date of a corporation may be influ- 
enced or controlled by a contract with a 
large customer or a creditor under which 
it must furnish annual financial state- 
ments for each year ending on June 30, 
December 31, or some other date. 

The foregoing paragraphs indicate the 
kind of information which may be need- 


ed to determine the appropriate opening 
and closing dates for a natural business 
year. Ordinarily the determination is a 
relatively simple matter, and considera- 
tion of all of the matters mentioned is 
by no means necessary in all cases. 


Federal Income Tax Requirements 


Provisions of federal income tax law 
are such that a taxpayer may use an an- 
nual accounting period which differs 
from the calendar year. Some of the pro- 
visions of the Revenue Act of 1934 are 
of interest in this connection. ' 

Section 48 (b) defines a “fiscal year” 
as “an accounting period of twelve 
months ending on the last day of any 
month other than December.” 

The first part of Section 41 of the 
Revenue Act of 1934 provides that “the 
net income shall be computed upon the 
basis of the taxpayer’s annual account- 
ing period (fiscal year or calendar year, 
as the case may be) in accordance with 
the method of accounting regularly em- 
ployed in keeping the books of such tax- 
payer ;”. 

Sections 46 and 47 of the Revenue Act 
of 1934 contain provisions with regard 
to a change of accounting period and re- 
turns for a period of less than twelve 
months. Section 46 is as follows: 


“If a taxpayer changes his accounting 
period from fiscal year to calendar year, 
from calendar year to fiscal year, or from 
one fiscal year to another, the net income 
shall, with the approval of the Commis- 
sioner, be computed on the basis of such 
new accounting period, subject to the 
provisions of Section 47.” 


Section 47 is too long to be quoted here 
in full. It contains provisions, as indi- 
cated by subsection headings, relative to 
returns for a short period resulting from 
a change of accounting period, special 
requirements as to income computations, 
earned income and credits against net 
income, all with particular reference to 
a change of accounting period. 

Without going into the matter in de- 
tail, it may be of interest to mention that 
Section 1 of the Revenue Act of 1934 
tends to facilitate the preparation of in- 
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come tax returns for twelve-month pe- 
riods which do not correspond with the 
calendar year, when there are changes 
in the tax law. 

The foregoing paragraphs merely out- 
line the meaning of the expression “Nat- 
ural Business Year” and some points to 
be considered in connection with its ap- 
plication. Obviously, it is not practicable 
to present any definite rules to be fol- 
lowed in order to obtain the benefits of 
the Natural Business Year in any par- 
ticular case; each situation requires con- 
sideration from the viewpoint of existing 
conditions as related to general factors 
such as have here been described. 


Separate Trust Examinations to 
Be Made in Jersey 


A change in trust department exam- 
inations in New Jersey is promised by 
Carl K. Withers, the new Commissioner 
of Banking and Insurance in that state. 
In his address before the recent conven- 
tion of the New Jersey Bankers Associa- 
tion, Mr. Withers said: 

“I believe that improvement can be 


made, as well as economies effected, in 
the examinations of our State institu- 
tions, and to that end the department 
will welcome your suggestions as a first 
step in this direction. It is my purpose to 
divide our examining forces into three 


divisions of savings, commercial and 
trust, and to delegate to each section only 
those whose experience qualifies them 
for that particular assignment. This 
should have the effect of speeding up 
examinations, with consequent savings. 
As a special departure trust examina- 
tions will be made independent of bank- 
ing and an effort made to strengthen this 
important service in its relation to re- 
sponsibility, equipment and personnel. 
Many have learned, particularly during 
the past few years, that what appeared to 
be a glittering prospect for profit in a 
new field has turned out to be the op- 
posite, with a consequent liability that 
may strike terror into the hearts of 
officers and directors for years to come. 
No institution is justified in represent- 
ing itself as capable in the field of fidu- 
ciary administration unless it is willing 
to establish a completely separate depart- 
ment under skilled and experienced di- 
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rection and adequately equipped. To do 
otherwise constitutes a breach of trust. 
It is not only unsafe but grossly unfair 
to the progress of corporate fiduciaries’ 
service and to our entire banking struc- 
ture as a whole.” 


O’Connor Compares Public Debt 


of U. S., England and France 
A comparison of the public debt of the 
United States, England and France was 
given by J. T. F. O’Connor, Comptroller 
of the Currency, at a luncheon of the 
Clearing House of Dallas, Texas, June 4. 


“The debt of the Federal Government,” 
Mr. O’Connor said, “including the $4,880,- 
000,000 known as the Emergency Relief Ap- 
propriation just granted by Congress, now 
stands at a total figure of $33,548,106,390. 
This represents a per capita debt of $265. 
In addition to this, in order to complete the 
picture, let us include the debts of political 
subdivisions — which include the various 
states, counties, municipalities, school dis- 
tricts and other governmental units. Ac- 
cording to the United States Bureau of the 
Census, the last available figures place this 
debt at $19,576,412,000, or $154 per capita. 
The total debt, therefore, of the Federal 
Government and the political subdivisions 
thereof is $53,124,518,390, making a per 
capita debt of $419. 

“The debt of England, including the war 
debt to the United States, on December 31, 
1934, was $39,283,200,000, or $850 per 
capita. In addition to the debt of the Cen- 
tral Government, the political subdivisions 
of England are indebted in the sum of 
$7,540,700,000, making an additional per 
capita debt of $163. The total public debt 
of England, therefore, is $46,823,900,000, 
or $1,013 per capita. 

“Let us now glance at the situation in 
France. The total public debt there on De- 
cember 31, 1934, exclusive of war debts, 
was $21,120,000,000. Added to this sum is 
the indebtedness to the United States of 
$4,000,900,000, and the indebtedness to the 
United Kingdom, as funded July, 1926, of 
$2,917,950,000, making a per capita debt of 
$670. The political subdivisions of France, 
according to the latest available figures, 
have a total debt of $1,128,402,000, or a per 
capita debt of $27. The total public debt, 
is $29,167,252,000, or $697 per capita. 

“The per capita debt of England is 142 
per cent. greater than the per capita debt 
of the United States; and the per capita 
debt of France is 66 per cent. greater than 
that of the United States.” 





Shrinkage of Estates After Death 


Heavy Toll Taken by Taxes— Actual Instances Cited — 
Advantages of Life Insurance in Meeting 
Estate Liabilities 


By JOHN D. WRIGHT 
Assistant Trust Officer, The Equitable Trust Company, Baltimore, Md. 


R. X. died in September, 1929. 

His gross estate was valued at 

$929,217.00. Nine months later, 

the estate was authorized for distribu- 

tion to the beneficiaries. Were they to 

receive this same $929,217.00? No! They 

were to receive $13,487.00. Mr. X.’s estate 

had shrunk $915,729.00, or roughly, 98.9 
per cent. 

This is one of the extreme cases of 
estate shrinkage shown by a survey of 
the estates probated in Baltimore, Md. 
But from one viewpoint, Mr. X. was 
fortunate. Mr. Y, of Chicago, died shortly 
afterward, with an estate appraised for 
several millions more, but when his 
estate was ready for distribution, it was 
insolvent. Death taxes, calculated on the 
value of his estate at the time of his 
death, were more than the value of the 
estate at the time of distribution. 

One reason for the tremendous present 
day shrinkage of estates is the Federal 
Estate Tax. As most business men know, 
we have had a Federal Estate tax with 
us since 1916, that is, a Transfer Tax 
levied on the net amount of a man’s 
estate, and assessed on the value of his 
estate at the time of his death. Under the 
1926 act, an individual was given a gen- 
eral exemption of $100,000.00 against his 
general estate, as well as an additional 
exclusion of $40,000.00 if he carried that 
much or more or life insurance payable 
to a named beneficiary or a trustee. The 
Revenue Act of 1932 lowered this exemp- 
tion from $100,000.00 to $50,000.00 for 
the general estate, but the $40,000.00 
life insurance exclusion remained the 
same. But this isn’t all. 

The 1932 act, in addition, raised the 
tax, in some cases more than 400 per 


cent, so that a man with a net estate of 
$250,000.00 which was formerly taxed 
under the act about $3,000.00, was sub- 
ject to a tax of $14,000.00 under the 1932 
act. And now, under the Revenue Act of 
1934, this man’s estate is subject to a 
tax of $17,600.00. 

Now the unfortunate part of this tax ~ 
is that it is based on the valuation of the 
estate at the time of death. Thus, in a 
period of decreasing property values, it 
is perfectly possible that the value of the 
estate will shrink to a figure smaller than 
the tax at the time the tax should be 
paid, as in the case of Mr. Y. 

Maryland also has an inheritance tax, 
the rates of which were increased re- 
cently by the Legislature. The Maryland 
tax is 7144 per cent on property passing 
to collaterals (persons other than a 
father, mother, spouse, lineal descendant) 
and 1 per cent on property passing to all 
other individual beneficiaries. Estates 
under $500 are exempt. 

Where an estate is over $100,000.00, 
the Maryland Inheritance Tax may not 
raise the total taxes paid, due to the fact 
that the Federal Estate Act allows a 
credit for state taxes paid up to 80 per 
cent of the 1926 Federal Estate Act. 
Where the state taxes are more than this 
80 per cent credit, and where the estate 
is less than $100,000.00 (because under 
the 1926 act there was no Federal Estate 
Tax on estates under $100,000.00), the 
Maryland Inheritance Tax presents an 
additional shrinkage for the estate. Thus 
our man with the estate of $250,000.00 
might have from $100 to $16,000 Mary- 
land Inheritance Tax to pay, in addition 
to his Federal Estate Tax. 

But the inheritance and estate taxes 
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are not the only ones to which the de- 
ceased’s estate will be subject. Before his 
estate can be distributed, all of his cur- 
rent taxes must be paid—his current 
income tax, his real property tax, and in 
Maryland, the personal property tax. 
Let’s assume that our estate owner has 
an income of $20,000.00 He probably 
pays this tax on a quarterly basis, so no 
matter when he dies he will owe the 
government about $1,500.00. And this 
tax will have to be paid before his estate 
can be distributed. Then there is the 
real property tax—the tax on a home or 
other real estate. Assuming that our 
estate owner owns a home, this tax will 
amount to another $400 or $500. 

Then there is the tax on his furniture, 
his automobile, and last but not least, in 
Maryland, the Intangible Personal Prop- 
erty Tax. This is a tax levied on the 
amount of intangible personal property 
(securities) owned during any current 
year and based on the rate of $4.50 for 
each $1,000.00 of securities. Some men 
do not pay this tax as conscientiously as 
others. But before an estate can be dis- 
tributed, this tax must be paid on securi- 
ties owned for the past three years, so 
that if our estate owner has an estate 
of $250,000.00, consisting of securities, 
it may be that his back Intangible Per- 
sonal Property Taxes would amount to 
another $2,000.00 or $3,000.00 at the time 
of his death. 

In addition to taxes in Maryland all 
of a man’s personal property which 
passes through his Will, or if he dies 
without a Will, passes according to the 
laws of Intestacy, is subject to executor’s 
commission of from 2 to 10 per cent on 
the first $20,000.00 of the estate, and not 
more than 2 per cent for the estate above 
$20,000.00. So that if our estate owner 
with an estate of $250,000.00 was 
assessed the maximum commission, his 
estate would be subject to another 
shrinkage of $6,600.00. 

So far we have not figured the shrink- 
age due to debts. This item is a hard one 
to calculate, but according to the figures 
of the Estate Recording Company of Bos- 
ton, the average debt shrinkage in Mary- 
land (including taxes due during life- 
time) is about 9 per cent. In fact, some 
of these estates show a debt shrinkage 
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of as much as 25 per cent, so it seems 
that this is an important item to con- 
sider in calculating shrinkage. 

Since some estate shrinkage is inevi- 
table, the question now arises, can this 
shrinkage be minimized? Obviously, if 
death taxes are payable in cash, cash 
must be available to the estate at the 
time of death for this purpose. But the 
total amount of cash in Mr. X’s estate 
was only $479, and the average amount 
of cash in an estate is less than 5 per 
cent. Thus, a primary cause of estate 
shrinkage is due to forced liquidation of 
assets owing to lack of cash at the time 
of death. And if cash can be provided 
to meet these death taxes, estate shrink- 
age will be minimized. 

How then can cash be made available 
with which to meet taxes and estate lia- 
bilities. Three methods suggest them- 
selves—(1) keep a sufficient amount of 
cash on hand at all times; (2) create a 
fund by regular deposits for the purpose 
of accumulating a sufficient amount of 
cash, and (3) purchase life insurance to 
meet taxes and estate liabilities. Since 
method No. 1 is obviously impractical, 
and since method No. 2 is only practical 
if the estate owner lives until the amount 
needed is accumulated, method No. 3 
(life insurance) appears to be the most 
practical method. . 

Life insurance is the only form of 
property with the two necessary attri- 
butes for any method to meet these death 
taxes. (1) It is payable in cash, and (2) 
It is callable (as Dr. Huebner would 
say) by Almighty God at the time of 
death. 


A. I. B. Officers Elected 


Maynard W. E. Park, Assistant Cashier, 
Federal Reserve Bank, Kansas City, Mo., 


was elected president of the American 
Institute of Banking at the convention held 
June 10-14. Henry Verdelin of the First 
Service Corporation of Minneapolis, was 
elected vice president. Members of the 
Executive Council elected for three years 
are J. LeRoy Dart, Florida National Bank, 
Jacksonville; Adolph Lodmell, Security Na- 
tional Bank & Trust Company, Sioux Falls; 
Felix Montano, Hartford-Connecticut Trust 
Company, Hartford; Randolph Winfred 
Nuckols, First & Merchants National Bank, 
Richmond. 





Radio as Advertising Media for 


Banks and Trust Companies 


Nation-wide Survey of Programs and Announcements 
Sponsored by Commercial Banks and Trust 
Companies 


Part 1. 


NCREASING emphasis on the public 

I relations aspect of commercial bank- 

ing and trust business, and particu- 
larly a growing recognition of the need 
for public education or enlightenment on 
the value of sound policies and of specific 
services, has awakened wider interest in 
the radio as a means of establishing con- 
tacts with prospects and the general 
public. 

In the belief that an assembly of com- 
prehensive, factual data would be of 
benefit to directors of bank publicity, as 
a basis for studying the possibilities and 
limitations of this relatively unknown 
factor in advertising, TRUST Companies 
Magazine undertook a nation-wide sur- 
vey of experience in this field. This 
article, the first of a series, contains an 
outline of the scope of the study and 
a digest of the facts revealed by replies 
from 306 radio stations located in every 
state, except Nevada, and six Canadian 
provinces. 

Inquiries addressed to every commer- 
cial radio station in the United States 
and Canada revealed that 117 of these 
stations, representing thirty-seven states, 
were carrying or have recently carried 
programs or announcement schedules for 
162 commercial banks and trust com- 
panies, besides several banking associa- 
tions, a corporate fiduciary association 
and American Institute of Banking 
chapters. 

The nature of these programs varied 
from single special broadcasts or an- 
nouncements to regular weekly presenta- 
tions of prominent radio entertainment 
features, and included banks in small 
towns and in large cities, in both rural 
and urban centers. Further variations 
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Results of Inquiry to Radio Stations 


are found in the types of presentations 
offered, some of which are adapted to 
local interests as in the case of cotton 
quotations, feeder loan facilities, etc. 
While in almost all cases purely local 
broadcasting facilities are used, some 
restricted use of networks is made in 
branch-banking states. 
- As one means of indicating the terri- | 
torial coverage of the stations used, an 
analysis was made of the power classi- 
fications which showed that nearly 75 
per cent of these stations were rated at 
1,000 watts or lower, with an additional 
15 per cent rated at 1,000 watts after 
sundown, though having a higher day- 
time power. Thirteen reporting stations 
of 5,000-watt power and over were used, 
including six 50,000-watt. In a large 
proportion of cases the local station was 
a member of a national broadcasting sys- 
tem, tying in on various national hook- 
up programs. 

In succeeding articles there will be 
presented analyses and compilations of 
the points covered in Form A, reprinted 
herewith, based on replies received from 
the 162 banks and trust companies to 
which this questionnaire has been sent. 
Further detailed description of typical 
programs, particularly including those 
featuring trust services, will also be 
presented, as they have been developed 
by representative commercial and trust 
institutions. Discussion of the experi- 
ence of banking and fiduciary associa- 
tions with radio is contemplated as an 
additional topic for detailed treatment 
as marking novel experiment in the field 
of cooperative educational advertising. 
Programs have already been presented 
over the air by banking associations in 
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New Jersey, Oregon, District of Colum- 
bia and Nassau County, N. Y., as well 
as by the Trust Companies Association 
of Oregon, Charleston, (W. Va.) Clear- 
ing House Association and two city chap- 
ters of the American Institute of Bank- 
ing. 
Form A—Questionnaire 


1.a. How long has radio advertising been used? 
b. Number of presentations in current or last con- 
tract? 

. Length of time per broadcast and how often? 

. Day of week and time of day used? 

. Type of talent or transcription used? 

. What services of bank are presented and what 
type of program used? 

. Is supplementary direct-mail, mewspaper or 
other advertising used to direct attention to 
the program? 

. What changes in programs have seemed desir- 
able? 


If trust 
featured: 

. What subjects are included in schedule? 

. How frequently are they presented? 

. What type of presentation used? 

- By whom are they prepared and presented? 

. Are programs devoted to building good-will 
toward trust department or are special services 
featured ? 

. What proportion of time taken by business 
message and by entertainment or educational 
matter ? 

. What bank or trust services in your opinion can 
radio most effectively promote; or should it be 
confined to ‘‘good-will’’ ? 

. Is program sponsored in 
others ? 

. Comments on efficacy of radio programs, espe- 
cially for trust services. 

. What factors determine choice of proper radio 
station ? 


services have been or are to be 


conjunction with 


Following is a list of the commercial 
banks and trust-empowered institutions 
which have been reported as having used 
“time of the air” either currently or in 
recent periods. Some of these have broad- 
cast only occasional or even single 
announcements, while others have pre- 


sented feature series such as the broad- 
cast of football games, time signals, etc., 
or have sponsored continuous series of 
historical sketches, drama, talks by 


prominent professional and financial men, 
symphony orchestra concerts, etc. 


ARKANSAS 


Little Rock 
—Peoples National Bank 


CALIFORNIA 


Los Angeles 
—Union Bank & Trust Co. 
San Francisco 
—Bank of America 
Santa Barbara 
—First National Trust & Savings Bank 


COLORADO 


Denver 
—American National Bank 
—Denver National Bank 
—United States National Bank 


CONNECTICUT 


Hartford 
—Travelers Bank & Trust Co. 
Waterbury 
—Citizens & Manufacturers Nat’l Bank 
—Waterbury Trust Co. 


FLORIDA 


Orlando 
—First National Bank in Orlando 


GEORGIA 


Athens 
—wNational Bank of Athens 
—Hubert Banking Co. 
Macon 
—First National Bank & Trust Co. 
Rome 
—National City Bank 


ILLINOIS 


Chicago 
—The Northern Trust Co. 
Peoria 
—Commercial Merchants Nat. Bk. & Tr. Co. 


INDIANA 


Anderson 
—Anderson Banking Co. 
Evansville 
—Old National Bank 
Ft. Wayne 
—Lincoln National Bank & Trust Co. 
Gary 
—Gary State Bank 
Indianapolis 
—Fletcher Trust Co. 
IOWA 
Cedar Rapids 
—Merchants National Bank 
—Guaranty Bank & Trust Co. 
—Peoples Savings Bank 
Des Moines 
—Bankers Trust Co. 
—Central National Bank & Trust Co.* 
Sioux City 
—First National Bank in Sioux City 
—Woodbury County Savings Bank 
Waterloo 
—National Bank of Waterloo 
—wWaterloo Savings Bank 
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KANSAS 


Coffeyville 
—First National Bank 
—Condon National Bank 


KENTUCKY 


Lexington 
—Citizens Bank & Trust Co. 
Louisville 
—Citizens Union National Bank 
—Fidelity & Columbia Trust Co. 
—First National Bank 
—Kentucky Title Trust Co. 


MAINE 


Bangor 

—FEastern Trust & Banking Co. 
Portland 

—Portland National Bank 


MARYLAND 


Baltimore 
—Baltimore Commercial Bank 


MICHIGAN 


Battle Creek 
—Security National Bank 
Bay City 
—National Bank of Bay City 
—Peoples Commercial & Savings Bank 
Detroit 
—Commonwealth Commercial State Bank 
Flint 
—National Bank of Flint 
Grand Rapids 
—Union Bank of Michigan 
—Old Kent Bank 
—National Bank of Grand Rapids 
—Central Bank of Grand Rapids 


MINNESOTA 


Duluth 
—Northern National Bank 


MISSISSIPPI 


Gulfport 

—Hancock County Bank 
Hattiesburg 

—Citizens Bank 

—First National Bank 
Jackson 

—Deposit Guaranty Bank & Trust 
Vicksburg 

—First National Bank & Trust Co. 


MISSOURI 


Kansas City 
—Commerce Trust Co. 
St. Joseph 
—First National Bank 
—First Trust Co. 
St. Louis 
—First National Bank in St. Louis 


MONTANA 


Billings 
—-Montana National Bank 


NEBRASKA 


Grand Island 

—First National Bank of Grand Island 
Lincoln 

—First National Bank 

—First Trust Co. 

—Continental National Bank 
Norfolk 

—Durland Trust Co. 

—DeLay National Bank 


RUS IT 


OMPANIE 


North Platte 
—First National Bank 
—McDonald State Bank 
Omaha 
—Omaha National Bank 
—First National Bank 


NEW JERSEY 


Asbury Park 
—Asbury Park & Ocean Grove Bank 
—Seacoast Trust Co. 
Jersey City 
—Bergen Trust Co. 
—tTrust Co. of New Jersey 


NEW YORK 


Binghamton 
—Marine Midland Trust Co. 
Buffalo 
—Marine Trust Co. 
—Manufacturers & Traders Trust Co. 
—Liberty Bank of Buffalo 
Freeport 
—Citizens National Bank 
—First National Bank & Trust Co. 
—Freeport Bank 
Olean 
—Exchange National Bank 
Rensselaer 
—Rensselaer County Bank & Trust Co. 
Rochester 
—Genesee Valley Trust Co. 
—Lincoln Alliance Bank & Trust Co. 
—Security Trust Co. 
—Rochester Trust & Safe Deposit Co. 
Syracuse 
—First Trust & Deposit Co. 
—Merchants National Bank & Trust Co.* 
—Lincoln National Bank & Trust Co.* 
—Syracuse Trust Co.* 
Utica 
—First Citizens Bank & Trust Co. 


NORTH CAROLINA 


Fountain 
—Bank of Fountain 
Greenville 
—Greenville Banking & Trust Co. 
—State Bank & Trust Co. 
Pinetops 
—Pinetops Banking Co. 
Rocky Mount 
—Peoples Bank & Trust Co. 
—Planters National Bank & Trust Co. 
Southfield 
—First Citizens Bank & Trust Co. 
Wilson 
—Branch Banking & Trust Co. 


NORTH DAKOTA 


Bismarck 

—First National Bank 
Fargo 

—First National Bank & Trust Co. 
Grand Forks 

—First National Bank 

—Red River National Bank 


OHIO 


Cincinnati 

—Fifth Third Union Trust Co. 
Columbus 

—Ohio National Bank 

—City National Bank & Trust Co. 
Toledo 

—Ohio Citizens Trust Co. 
Youngstown 

—Dollar Savings & Trust Co. 
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OKLAHOMA 


Oklahoma City 
—Liberty National Bank 
—First National Bank & Trust Co. 
Shawnee 
—Federal National Bank 
Tulsa 
—National Bank of Tulsa 
—First National Bank & Trust Co. 
—Fourth National Bank 


OREGON 


Medford 
—First National Bank 

Portland 
—First National Bank of Portland 
—United States National Bank 


PENNSYLVANIA 
Pittsburgh 
—Farmers Deposit National Bank 


SOUTH CAROLINA 


Columbia 
—South Carolina National Bank 


SOUTH DAKOTA 


Huron 

—wNational Bank of Huron 

—Security National Bank 
Miller 

—First National Bank 
Sioux Falls 

—Union Savings Bank 


TENNESSEE 


Bristol 
—Union Trust Bank 


TEXAS 


Amarillo 

—Amarillo National Bank 
Austin 

—American National Bank 

—Austin National Bank 

—Capital National Bank 
Dallas 

—Mercantile National Bank 
Ft. Worth 

—Continental National Bank 
San Antonio 

—Alamo National Bank 
Tyler 

—Citizens National Bank 

—Peoples National Bank 

—State Bank & Trust Co. 


UTAH 
Salt Lake 
—Walker Bank & Trust Co. 


VERMONT 

Burlington 

—Burlington Trust Co. 
Bellows Falls 

—Windham National Bank* 
Chester 

—National Bank of Chester* 
Springfield 

—First National Bank* 
Waterbury 

—Waterbury Savings Bank & Trust Co. 
White River 

—Hartford Savings Bank & Trust Co.* 
Windsor 

—Windsor County National Bank* 


VIRGINIA 

Danville 

—American National Bank & Trust Co. 
Norfolk 

—National Bank of Commerce 
Richmond 

—Bank of Commerce & Trusts 

—First & Merchants National Bank 


WASHINGTON 
Seattle 
Seattle Trust Co. 

—Peoples Bank & Trust Co. 
Spokane 

—First National Bank 
Tacoma 

—Puget Sound National Bank 


WEST VIRGINIA 
Bluefield 
—First National Bank 
Huntington 
—First Huntington National Bank 


WISCONSIN 

Eau Claire 

—Union National Bank 
Madison 

—Central Wisconsin Trust Co. 

—First National Bank 

—Commercial State Bank 
Racine 

—American Bank & Trust Co. 


WYOMING 


Sheridan 
—Bank of Commerce 
—First National Bank 


CANADA 


Toronto 
—National Trust Co., Ltd. 
*In conjunction with other programs. 





Part 2 of the survey will include a sum- 
mary of data received from banks and trust 
companies on the points covered by Form 
A, and a composite analysis of experience 
with the various types of presentation on 
both past and present broadcasts, concern- 
ing all departmental or general services fea- 
tured on the programs. Comment will also 
be made on the general scope and variety 
of cooperatively-sponsored broadcasts, by 
banking associations and by banks engaging 
in special campaigns. 





Developing Trust New Business 


Philadelphia Institution Encloses Advance Advertising Proof With 


Letter to Trust Prospects —Denver Company Sends Reprints 
With Monthly Statements 


N June 10 the Provident Trust 
Company of Philadelphia mailed 
the following letter to their trust 

prospect list: 


ally making any changes in your will. 
In your consideration of possible 
changes, perhaps Provident experi- 
ence in the business and investment 
problems of estate management will be 
helpful. A talk with one of our trust 


You probably have found, as we officers places you under no obligation. 


have, that because of the reduced 
resources of many persons of means, 
it is important for them to make a 
careful review of their Wills, and they 
have welcomed a suggestion to that 
effect. 

We thought you might be interested 
in seeing this advance proof of an 
advertisement which is shortly to ap- 


The title and reading matter of two 
other timely newspaper advertisements 
used by the Provident Trust Company of 
Philadelphia are given below. 


Your Vacation and Your Investments 


pear in the Philadelphia newspapers. 

We hope this advertisement may 
prove an effective reminder to some 
of our mutual clients, as well as to 
the general public. Please feel no obli- 
gation to reply. 


Securities never take care of them- 
selves—as every investor knows. Espe- 
cially in these days of rapid economic 
and business changes, continuing at- 
tention to securities is advisable. 

That is why every year before vaca- 


tion time more and more Philadelphians 
leave their securities with the Provi- 
dent. Some investors arrange for full 
trust company management. Others re- 
tain complete control but utilize Provi- 
dent facilities for such matters as in- 
come collection, purchases or sales on 
order, exchanges, watching for called 


This letter was signed by William B. 
Bullock, Trust Officer. 

The title and message of the news- 
paper advertisement of which an ad- 
vance proof was enclosed with the letter 
follows: 


Did the Past Five Years Rewrite Your 
Will? 


Has your financial status changed 
materially since your will was drawn? 
Can increased estate taxes and other 
necessary cash expenses be met easily, 
without sacrificing assets? Are your 
wife and children provided for as ade- 
quately as your financial condition— 
today—permits? 

Unless your will expresses your 
present wishes under present condi- 
tions, serious injustices to your family 
or other heirs may result. 

An hour or so spent in a critical 
review of your estate arrangements 
may result in benefits to your heirs 
during their entire lives. ; 

You should consult your own attor- 
ney on all legal questions before actu- 


or matured bonds, and dealing with 
protective committees. 

In either case a careful analysis of 
present holdings is made. A talk with 
a trust officer will give complete de- 
tails. 


Selecting Appropriate Securities From 
Many Thousands 


A total of 7,144 bonds and stocks 
have trading privileges on national 
securities exchanges. Thousands of 
other securities also compete for the 
investor’s attention. 

The selection of proper investments 
from the profusion available presents 
a constant problem to those responsible 
for conserving wealth. 

Trust companies with a tradition for 
conservatism make no claim of infal- 
lible investment judgment. They do, 
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however, maintain extensive analytical 
and research departments. They give 
full-time attention to investments. Sys- 
tematically, at frequent intervals, they 
review past selections critically—in the 
light of changed conditions. 

They give experienced group judg- 
ment on investments—which is more 
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important in these times than ever 


before. 


The wording immediately above is 


notable for its reference to “Trust com- 
panies” rather than to the Provident 
Trust Company. The name of the adver- 
tiser appeared of course as a signature. 


Series of Nine Trust Advertisements Used During April 
and May Reported in Detail 


URING April and May the Inter- 

Ll) national Trust Company, Den- 

ver, Colo., used nine trust ad- 
vertisements in Denver newspapers. 

The four April messages were then 
reprinted on 1114 x7 inch colored paper, 
a different color for each advertisement, 
fastened with three staples at the top of 
the sheets, folded twice the longest way, 
and used as stuffers with their monthly 
statements for April. 

The titles and reading matter of these 
four advertisements follow in the order 
in which they were published. 


How Safe Are Family Trust Funds? 


After all... when you put your estate 
in the hands of The International Trust 
Company, or any other trust institution, 
for management, your principal object is 
safety of principal and a reasonable income 
. . . for yourself now, if you establish a 
living trust, and for your family in any 
event. We fully recognize this responsibility, 
and, from the Executive Committee of our 
Board of Directors to the statistical divi- 
sion of our Trust Department, we lay every 
emphasis on the careful selection of invest- 
ments for our trusts and on constant watch- 
fulness of the investments after they are 
made. 

But ... you may well ask— 

What have been the results? 

How have your trusts come through the 
unprecedented test of the past five 
years? 

Has good Trust Company management 
proved itself worthwhile? 

We must base our replies on our own 
experience, which is probably not materially 
different from that of many other institu- 
tions. The tests of a sound investment policy 
for trust funds may vary from year to 


year; the problems of the decade before us 
will hardly be the same as those of the last 
ten years; already the rise in bond prices 
and the corresponding reduction of income 
present new difficulties; but we know of no 
better way for our old customers and our 
new customers to judge of the future of 
trust funds under our management than by 
reviewing the record to date. 


SOLID FACTS—Solid facts taken from our 
books give the best answers to your questions. 
During the next few weeks we will publish in 
this space, on each Thursday, facts, figures, 
and illustrative cases from which you may draw 
your own conclusions. Next Thursday we will 
describe a family trust fund the term of which 
coincided with the ten financially spectacular 


years from 1925 to 1935. 


The Ten-Year Record of a Family Trust 


In 1925 we received from the adminis- 
trator of a Denver estate a check for 
$70,000, with instructions to invest the 
money in bonds and mortgages, to pay the 
income to an elderly woman for the balance 
of her life, then to deliver the principal to 
certain named persons. 

During the intervening ten years the in- 
come on this fund has averaged 5 per cent 
annually on $70,000, and for the year 1934 
it was $3,319.40, or at the rate of 4.74 per 
cent for that year of declining interest 
rates. 

In 1935 the life beneficiary died and we 
were asked to determine the market value 
of the fund and make final distribution of 
it. The cash market value of the securities 
thus distributed was in excess of $71,000. 

The record of this case is an illustration 
of what sound Trust Company management 
of family trust funds has actually accom- 
plished during one of the most trying 
periods in modern times. 

While each trust in our hands is invested 
separately, and, in the very nature of 
things there can be no absolute uniformity 
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. in results, the case above described is an 
example of the practical value of careful, 
experienced, watchful management. 


Other Concrete Examples followed by a com- 
posite statement based on all trusts in which 
the funds have been invested in securities select- 
ed by our Trust Department, will be presented 
in a series of advertisements of which this is 
the second. The third of this series will appear 
in this space next Thursday. 


A Prominent Colorado Business Man 


. . - Who died about seventeen years ago, 
left his estate in trust with The Interna- 
tional Trust Company to manage and in- 
vest for the lifetime of his widow and chil- 
dren. 


The value of the property we received 
was approximately $319,000. The fair 
market value of this trust fund today is 
approximately $313,000. 


The annual income produced by this trust 
fund for the seventeen years of its life has 
averaged about $15,000, and was $14,374.53 
(at the rate of approximately 4.60 per cent) 
in 1934. 


This estate, as is often the case, origi- 
nally included many items of a character 
not suitable for permanent retention, some 
of which produced a larger income than ob- 
tainable from sound securities, others no 
income. Less than 9 per cent (in value) of 
the securities held in this trust today were 
received from the testator, the balance con- 
sisting of bonds and mortgages selected and 
purchased by our Trust Department from 
year to year, as others matured and were 
paid, or to effect changes deemed desirable 
by our Trust Committee. 


This is a typical family trust under a 
will, as to which reports are filed regularly 
in a Colorado County Court. While smaller 
than some of our trusts, it is much larger 
than the average. It illustrates what can 
be accomplished, and is being accomplished, 
in the care of family funds by experienced 
trust company management; it affords a 
fair basis for judging how the same man- 
agement will meet the ever changing condi- 
tions of the future. 


This case is reported here in the belief 
that it may help you to make the best deci- 
sion about your own will and the care of 
your own estate. 


EXPERIENCE with a smaller family trust 
will be discussed in this space next Thursday. 


A Typical Small Family Trust 


Late in 1915, we received under the will 
of a pioneer Colorado business man, a trust 
fund for his daughter. The original prop- 
erty was appraised at $41,000 and was later 
liquidated at approximately $51,000, which 
sum was (as required by this will) invested 
in mortgages, Colorado municipal bonds, 
and bonds of the U. S. Government. 


TODAY this trust fund has a market 
value of approximately $52,000. 


In 1934 this fund produced an income of 
$2,605.26, or approximately 5 per cent... 
and the fund has averaged close to 5 per 
cent throughout the twenty years since the 
trust was established—a satisfactory yield 
for that period. 


We give the same degree of care and at- 
tention to all family trusts, whether they 
represent $10,000 or $500,000, or more. The 
$50,000 case mentioned above is fairly typ- 
ical of the size of the average family trust 
at The International Trust Company, al- 
though we have the care of many similar 
funds of much smaller amount. 


This is one of a series of advertisements 
designed to help you answer the question: 
“Has good Trust Company management 
proved itself worth while?” 


THIS SERIES will be continued in this space 
next Thursday, with the description of a larger 
trust with widely diversified investments, in- 
cluding many stocks. Later on, we shall publish 
certain average figures for all trust funds under 
our care invested in securities selected by our 
Trust Department. 


During May, five advertisements were 
used in the Denver newspapers. These 
five were reproduced in a six-page folder, 
12%,x6% inches. The first page was 
entitled “Some Case Histories of Trusts 
in the Management of The Trust Depart- 
ment of The International Trust Co.” 
Under this heading was the following: 


Your April statement brought you reprints of 
four advertisements of the Trust Department of 
The International Trust Company. This folder 
presents the succeeding five advertisements 
which have appeared in Denver newspapers 
during the month of May, 1935. 


The titles and wording of these trust 
messages follow. This wording was, of 
course, emphasized by appropriate type 
selections. 
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In 1923 


In 1923 we received from a customer 
stocks and bonds then having a market 
value of approximately $438,000, to be held 
in trust for his family over a long term of 
years. The man who established this trust 
died a few years afterward. 


In 1935 


In 1935 the market value of the securities 
in this trust is a little more than $450,000. 

This case was selected for presentation 
in this series because it illustrates a special 
type of rather large trust fund which, while 
not uncommon, differs materially from other 
cases reported in this series. This fund 
came to us fully invested in a large number 
of corporate stocks and bonds and we re- 
ceived it under an agreement which con- 
templated that we should continue the same 
general type of investment. While many 
changes have been made in the investments 
from year to year, a large block of the 
original investments as selected by the 


maker of the trust remains in the fund. 
The family estate represented by this 
trust fund has remained intact under the 
extraordinary conditions of the past decade, 
with some slight appreciation in value. Due 


to the fact that a substantial portion of the 
fund has continuously been, and still is, in- 
vested in stocks, the income has varied 
materially from year to year with the earn- 
ing power of the corporations whose stocks 
are represented in the portfolio. The maxi- 
mum income has exceeded 5 per cent; the 
annual return at the present time is slightly 
under 4 per cent. 


THIS IS THE FOURTH of a series of reports 
of specific trust cases illustrating the results of 
Trust Company management of family trust 
funds in Denver during the past decade. Another 
type of trust will be reported next Thursday. 


1933 Was a Bad Year 


. . . but our family trusts must be man- 
aged to the best of our ability, year in and 
year out, and some trusts terminate, and 
must be distributed, every year. 

One such trust, which came to the 
end of its term in 1933, arose under a will, 
probated in Colorado in 1914, under which 
we received the stock of a real estate hold- 
ing company with the duty of liquidating 
the real estate, dissolving the company, in- 
vesting the proceeds, paying the income to 
the testator’s children until they reached 
stated ages, and then distributing the 
principal. 


The last parcel of real estate was 
sold in 1923 and the aggregate sale price 
of the real estate was $85,974. This sum of 
$85,974 was invested by us in bonds and 
mortgages which, during the entire subse- 
quent life of the trust, produced an annual 
income averaging approximately 5% per 
cent. The principal was distributed in three 
installments, the last and largest distribu- 
tion being in 1933. Because the beneficiaries 
lived in a distant state they asked us to 
sell the securities and distribute in cash, 
which we did . .. the total principal distri- 
bution being in excess of $86,000. 

In other words, the principal of the 
fund was preserved intact and the fund 
yielded a steady income which, for the 
period in which this trust was held, was 
satisfactory and was as great as consistent 
with safety. These are the acid tests of good 
family trusteeship. 

In the first advertisement of this series 
we proposed for you the question: “How 
safe are family trust funds?” 

Each week we have published the story 
of one trust under our management to help 
you answer that question. 


NEXT THURSDAY in this space we shall give 
you average figures for all trusts invested in 
securities selected by our Trust Department. . 
a comparison of 1929 income with 1934 income. 

. We believe you will find these figures 
interesting. 


In 1929 Annual Income $5,000—In 1934 
Annual Income $4,750 


One test of the soundness of your judg- 
ment and practice in investing your capital 
is a comparison of your income from in- 
vested capital in 1929 with your income 
from the same capital in 1934. ... Appli- 
cation of the same test to family trust 
funds invested by The International Trust 
Company should throw light on the wisdom 
of placing estates, life insurance proceeds, 
and other funds in our care for future 
management. 

We have applied that test to our trust 
funds invested in securities selected by our 
Trust Department—comparing the average 
results in 1929 with the average results (on 
the same funds) in 1934. 

The 1934 income was more than 95 per 
cent of the 1929 income. In other words, 
there was an average reduction in income, 
from all causes, over the entire five-year 
period, of less than $5 on each $100 of 
income, as compared with an _ indicated 
average drop of more than $15 on each 
$100 of income from investments for the 
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ten largest American life insurance com- 
panies during the same period. 

Week after week in this space we have 
reported the record of specific cases of 
family trusts under our management. To- 
day, to supplement and round out these 
examples, we have reported general aver- 
age results for all trust funds now under 
our care for which our trust department 
has chosen the investments. 

The conclusion: The principles which 
underlie careful trust company manage- 
ment, which we have earnestly endeavored 
to apply to our family trusts for more than 
forty years, have proved to be sound in the 
light of the most severe trial of modern 
times. 

The future will present new problems; 
the tests of sound investment will change, 
rates of interest will fluctuate; and capable 
management will be more important than 
ever before. 


Next Thursday in this space—some observa- 
tions on Vigilance. 


Eternal Vigilance Is the Price of Safety 


No Security without Diligence—It is im- 
possible today, just as it has been always, 
to invest family funds permanently so that 


they are certain, or even reasonably cer- 
- tain, to remain sound and productive over 
a long term of years, without the benefit 
of continual supervision and revision. 

No adequate safeguard for family funds 
short of constant vigilance—Someone ex- 
perienced, trained, and equipped with ade- 
quate facilities for obtaining and weighing 
the available information as to each indi- 
vidual security and as to the trends of busi- 
ness must have responsibility for the care 
of such funds, if they are to be preserved 
and if regular income is to be maintained. 

Providing such service has constituted a 
major part of our business for more than 
forty years—Week after week our Trust 
Committee examines and reviews the in- 
vestments in our trusts. Day by day an ex- 
perienced staff in our Trust Department 
statistical division continues the study of 
each security under our care. 

No Trustee Is Infallible—Certainly we 
make no pretense of perfection. Errors in 
judgment have occurred and will occur 
again. Some losses are inevitable. We do 
say, however, that our experience, as evi- 
denced by the case records and averages 
reported in this space during the past few 
weeks, demonstrates that good trust service 
which is based on careful work, close atten- 
tion, long experience, and a conservative 


point of view, has produced and will prob- 
ably continue to produce relative safety of 
principal with reasonable income, in good 
times and in bad times; that Trust Com- 
pany management for the funds of indi- 
viduals and families has proved its value. 
We serve... 
—as executor and administrator of 
estates, 
—as trustee of trusts under wills and 
living trust agreements, 
—as guardian of the estates of minors, 
and 
—as conservator of the estates of men- 
tal incompetents. 
We invite your inquiries regarding these 
services. 


Next Week—Suggestions on Planning Your 
Estate. 


Plan Your Estate as You Plan Your 
Business 


Definite plans and proper economies are 
paramount necessities in the successful con- 
duct of your business. In the management 
and successful administration of your estate 
definite plans and proper economies are even 
more vital. To illustrate: 

Economy in Taxation—Certain taxation 
of estates is both necessary and proper, but 
every day poorly planned estates pay more 
taxes than are either necessary or proper. 
Sound estate planning legitimately mini- 
mizes taxes. 

Economy in Settlement—Absence of a 
will, or reliance upon one badly planned, 
may be responsible for an unnecessary in- 
crease in the cost of administration of your 
estate: It may result in otherwise avoidable 
sacrifices of your assets: It may so tie the 
hands of your administrator, executor or 
trustee that the best management of your 
estate is impossible. A carefully planned 
will is the minimum of ordinary business 
precaution. A living trust, which entirely 
avoids court administration of your estate, 
is an even more effective method of reduc- 
ing expenses. 

Economy in Distribution—Dollar value 
alone cannot measure the worth of your 
estate. Much depends also on the proper 
distribution of its holdings so that each 
dependent may receive the kind and amount 
of protection needed . . . income for one, 
principal (distributable at the proper time) 
for another, etc. Moreover, even a simple 
plan of distribution may eliminate succes- 
sive court administrations with their atten- 
dant expense. You are the architect ... you 
may plan your estate to meet the require- 
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ments of your family, if you will only take 
the time. 

Economy in Management—lIt is not 
merely how much or how little you leave 
that counts. The experience, judgment, and 
skill with which your estate is managed may 
largely determine its real value and effec- 
tiveness. The choice of a proper executor 
and trustee with adequate managing powers 
may be the most important act of your life. 

Estate Management Is a Business—It has 
been our business for more than forty 
years. Good management is important, but 
good management plus a sound plan is bet- 
ter. Have you a plan? A living trust? A 
will? Are they well thought out and up to 
date? 

The experience of our trust officers is avail- 
able to you for the asking, and your own lawyer 
is prepared to advise you. 

Referring to this series of trust de- 
partment advertisements, Leroy McWhin- 
ney, Vice President, stated: “The plan 
of publication was for these advertise- 
ments to appear weekly in the daily 
newspapers in Denver; for enlarged 
photostatic copies to appear as posters 
in our lobby; for reproductions to be 
used as stuffers in our monthly state- 
ments; and finally to reprint in pamph- 


let form and distribute direct by mail. 
% & & 99 


Reports Noticeable Revival of 


New Trust Business 
The annual statement of the Equitable 


Trust Company of Wilmington, Del., 
issued under date of May 20th, contained 
the following statement with reference 
to Trust Department activities: 


“During the year our trust department 
has experienced a noticeable revival of new 
trust business. New trust accounts increased 
386 per cent in number and 17 per cent in 
volume over the preceding year. It is in- 
teresting to note that we are receiving an 
increasing amount of out-of-state trust 
business. During the past year we have 
received new trust accounts from five States 
besides Delaware and from two foreign 
countries. At the present time we have trust 
customers in thirty-one States and Terri- 
tories of the United States and in eleven 
foreign countries. 

“A contribution that our trust depart- 
ment is making to trust service in general 
is the pioneer work that it is doing in the 
establishment and maintenance of common 
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trust funds. Through these common funds 
we are and for the past five years have been 
able to administer small trusts relatively as 
economically and as profitably to ourselves 
and to our trust customers as we can ad- 
minister larger trusts. Present economic 
conditions seem to make it highly desirable 
for trust institutions to be prepared to 
receive and administer trusts of compara- 
tively small amounts as well as trusts of 
large estates.” 


Conserving Your Wealth 

An excerpt from “Conserving Your 
Wealth,” a new pamphlet by Pierre Jay, 
Chairman, Fiduciary Trust Company, 
New York, N. Y., was the text of recent 
copyrighted newspaper advertisements 
of that company. The wording follows: 

“Moreover, any effective effort to con- 
serve wealth necessitates, at all times, a 
definite plan, or policy of investment. 
The investor or trustee must not only 
be thoroughly informed regarding the 
securities he holds, and alert to make 
changes of individual securities, for the 
purpose of guarding against losses and 
taking advantage of new opportunities. 
He must also have a definite investment 
policy and be ready, as changes occur in 
currency, credit or the business cycle, to 
change his policy in such a way as may 
appear most likely to conserve under 
changing conditions. 

“How, then, is the problem of conserv- 
ing wealth under present conditions to 
be solved? Obviously, like almost every 
other problem of today, by organization. 
A few of those who hold the largest for- 
tunes have created their own investment 
organizations. But it may be said, in 
general, that, just as many businesses 
have changed from the personal to the 
corporate form, so personal efforts to 
conserve wealth are gradually being 
superseded by corporate efforts to con- 
serve wealth. 

“Banks and trust companies are being 
widely used as trustees under testamen- 
tary or living trusts. They are also being 
increasingly used as agents to manage 
the investments of individuals who have 
either inherited wealth or are creating 
it, and who have neither time, facilities 
nor aptitude themselves to cope with the 
complex problem of conserving it.” 





HINTS FOR TRUST SOLICITORS 


Needless Trouble for Trust Department Can Be Avoided, Says 
Stuart E. White in A. I. B. Address 


“6 OLICITATION of Trust Busi- 
ness,” from the point of view of 
the men actively engaged in the 
services which the new business man 
seeks to sell, was discussed at the Ameri- 
can Institute of Banking convention in 
Omaha by Stuart E. White of the First 
National Bank of Chicago. 

“A new business solicitor,” Mr. White 
said, “should be careful to steer a pros- 
pect away from asking the trustee or 
executor to. perform duties which are un- 
necessarily onerous or undesirable either 
from the viewpoint of the bank or the 
estate. For instance, a will should not 
incorporate a trust agreement by refer- 
ence and a trust agreement should not 
incorporate a will by reference. The 
agreement might later be changed and 
the will not changed or the will might 
be changed and the agreement not 
amended. Don’t let a prospect make a 
trust in violation of the rule against 
perpetuities and always see that a per- 
petuities clause is included if needed. 
Some men want to extend trusts for the 
lifetime of children and then to descen- 
dants of children, and if there are no 
descendants to the heirs-at-law of the 
testator. In states which have a law like 
Section 25 of the Illinois Inheritance 
Tax Act, such a provision makes an 
estate subject to taxation in the high 
brackets. If the prospect persists in 
wanting some such pet distribution, 
figure what his tax would be in compari- 
son with a trust which stops with descen- 
dants. He will be appalled at the differ- 
ence. 

“Most trusts provide for income to a 
life tenant and then to a remainderman. 
It is then necessary for the administra- 
tive department to accrue income from 
the last payment up to the date of death 
of the life tenant. This is no simple task, 
as the income of each bond, dividends 
on stock and net income from real estate 
must be accrued. If a bond or mortgage 
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is in default and is subsequently paid up 
in whole or in part, the life tenant’s 
estate is entitled to the accrued income 
on that, although payment may be a 
year or two later. A short clause pro- 
viding that all accrued, uncollected and 
undistributed net income should go to the 
remainderman and not the estate of the 
life tenant would save all this trouble. 

“In soliciting business insurance trusts 
the trust solicitor should stress the fact 
that the bank will not draw up the agree- 
ment which should be prepared by the 
attorneys for the parties to the contract. 
Provision should be made that indepen- 
dent appraisers, and not the bank, should 
appraise partnership assets. 

“New business men should not gloss 
over fees, personal property taxes, ter- 
mination fees, etc., but should clearly 
explain these to the prospect to save a 
possible later dispute. 


Undesirable Business 


“New business men should explain 
that we will not take in trust real estate 
if it is used for a tavern, because the 
drastic dram shop act in Illinois makes 
the owner liable for the consequences 
resulting from the acts of anyone drink- 
ing on the premises. Moreover, if we 
take in trust real estate improved by a 
building in a dilapidated condition, we 
will insist on repairing it, possibly at a 
great expense to the trust estate. An 
individual may take a chance on lia- 
bility for a dangerous structure or an 
attractive nuisance, but a trustee can- 
not. Many individuals wish to put their 
property into a naked title trust or an 
irrevocable trust in fraud of creditors. 
We should not be party to such a 
project. Litigation and ill-will is sure to 
follow. We should not solicit business 
from gangsters and racketeers, regard- 
less of the extent of their wealth and 
possible profit to the bank. Most of these 
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objections should be caught by the legal 
division of the trust department. and 
attorneys for the prospects, but new 
business men can avoid considerable mis- 
understanding and ill-will if they curb 
such business at the outset. 

“Five or six years ago banks and in- 
surance agents were vigorously co-oper- 
ating with each other, but today, to put 
it euphemistically, the same fervor does 
not exist, largely because the public 
began to look askance at all banks with 
the failure of the weak ones. From the 
point of view of the insurance man a 
strong ally is a good selling point for 
new insurance, but a weak ally is a 
handicap. Now, however, the public atti- 
tude is changing again and the public 
realizes that banks which have weath- 
ered this depression are strong indeed. 
Insurance men who two and three years 
ago sold large optional settlement policies 
are now only selling optional settlements 
when a small amount of insurance is 
involved. Insurance companies don’t want 
optional settlement business and are ill 
equipped to handle it, according to a 
most successful insurance man in Chi- 
cago, who specializes in that type of 
business. He said they accepted it only 
because of the demand for it. 

“Most trust companies now are seek- 
ing only large insurance trusts. Solici- 
tors can show that the large insurance 
trusts furnish flexibility with discre- 
tionary powers in the trustee, they offer 
a source of cash for probate and tax 
expenses through purchase of securities 
in the estate without sacrifice, and they 
can permit the trustee to invest in com- 
mon stocks, which is a good selling point 
at the present time when inflation, if not 
prosperity, seems to be just around the 
corner. Ample diversification is obtained 
when the trust is large, so in this respect 
our argument that the assets are segre- 
gated from other trusts and from the 
assets of the bank and not commingled 
as in the case of the insurance company 
portfolio is indeed most persuasive. * * * 


Is Solicitor Handicapped by Youth? 


“Some banks think it is incongruous 
for a youngster to advise a white-haired 
old capitalist in the conservation and dis- 


position of his estate. To me it seems to 
be not a matter of age but of knowledge 
and the ability of the solicitor to convey 
to a prospect his ability to solve the lat- 
ter’s estate problems. I have frequently 
advised hoary-headed old millionaires in 
their estate problems and the feeling has 
often times come over me that I am in- 
deed presumptuous to think I can convey 
anything of benefit to an old patriarch 
who had acquired his million before my 
birth. Reassurance comes with the real- 
ization that he may know shoes, auto- 
mobiles, hardware, or whatever his own 
business may be, but he knows little or 
nothing about wills, trusts, taxes and 
kindred subjects. * * * 

“In soliciting new trust business an 
administrative man could cite from his 
own experience advantages to be derived 
from naming his bank executor or trus- 
tee. For example, in one of our executor- 
ships the decedent owned $170,000 par 
value of bonds in a coal company. Only 
$400,000 of these bonds were outstand- 
ing and none had ever been sold since 
their original issuance, so there was no 
market value. They were paying 6 per 
cent interest regularly and semi-annu- 
ally $12,000 to $15,000 of the bonds were 
called at par and interest in accordance 
with the provisions of the trust inden- 
ture. At the inheritance tax hearing the 
Assistant Attorney General insisted that 
these bonds should be valued at par, 
whereas we contended that they should 
be valued at 50. We asked the man in our 
investment division, who specializes in 
coal company financing to prepare a chart 
of ten representative coal companies hav- 
ing bonds with the same characteristics 
as our bonds, but differing only in that 
they had a market value as of the date of 
decedent’s death. They were all, except 
one, selling below 50. We then had the 
president of another coal company agree 
to testify at a supplemental inheritance 
tax hearing that in his opinion the mine 
securing the bonds had very little value 
iv relation to the outstanding bonds if 
default occurred and the mine were sold 
in foreclosure, and the coal business was 
particularly poor about the time the 
decedent died with prospects for profit 
remote. In the face of the foregoing, the 
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Assistant Attorney General conferred 
with the Attorney General and agreed to 
value the bonds at 52 instead of par, 
making a difference of $10,000 in the 
Inheritance Tax. 

“In the same estate the widow re- 
ceived a personal property tax bill for 
$8,500, which she turned over to us when 
it was too late to file an appeal with the 
Board of Review. We had our personal 
property tax man compute the proper 
tax which proved to be $3,500. We then 
discussed the matter with the civil 
branch of the States Attorney’s office and 
asked them to present a petition to the 
Probate Court for a rule on us to show 
cause why we shouldn’t pay the tax. We 
would then offer the figures of our com- 
putation and ask the court to fix the tax 
at $3,500. This the State’s Attorney’s 
office agreed to do if we would obtain the 
approval of the Assessor’s Office as to 
the correctness of our computation. We 
did this. The matter was set down for a 
hearing and the Probate Judge allowed 
the tax at $3,500, a saving of $5,000. Our 
fee as executor was $12,000, yet we 
saved the estate $15,000, which an in- 


dividual executor probably never could 
have done. 

“Numerous other examples can be 
related to show a prospect by specific 
facts and figures how our trust company 
can conserve his estate and handle its 


administration skillfully, expeditiously 
and economically. 

“One Chicago bank issues a pamphlet 
entitled ‘The Duties of an Executor,’ 
and lists therein 46 steps an executor 
must take in the proper administration 
of an estate. It concludes that this bank 
should be named executor for eight rea- 
sons: (1) It is never absent of disabled; 
(2) Is abundantly responsible; (3) Is 
free from prejudice; (4) Has experi- 
ence; (5) Has the facilities; (6) Reports 
are regular and exact photostatic copies 
of the ledger sheets; (7) Makes a busi- 
ness of trusteeship; (8) Has collective 
experience and judgment. 


Meeting a Common Objection 


“An objection to trust companies often 
interposed is that we are cold blooded 
and mechanical. This can be readily re- 


futed by telling the prospect examples 
of personal service. * * * 

“In one case a mother disinherited 
her two sons and left everything in trust 
to a favorite grandson. The sons who had 
given her the estate she possessed when 
they were affluent, were in her bad 
graces because she didn’t like their wives. 
They were very bitter and refused to 
attend her funeral, threatening to con- 
test the will. We poured oil on troubled 
waters by pointing out that in years to 
come they would probably regret such 
action. We further pointed out that their 
mother probably loved her sons so much 
that she thought no woman was good 
enough for them. In a short time their 
ire abated and both attended the funeral. 
We are administering the estate and 
have heard no more of the will contest. 

“We should distinguish between the 
fair, impartial attitude of a bank and 
so-called cold bloodedness. In one case a 
prominent business man died intestate. 
His divorced wife and a minor son were 
non-residents and the public adminis- 
trator immediately filed a petition ask- 
ing for letters of administration. A 
lengthy conference ensued with the 
result that a business associate of the 
decedent was named co-administrator 
with the public administrator and the 
bank was made depositary. Each admin- 
istrator received a fee of $25,000 and 
the attorneys for each administrator 
received $25,000 fees, a total of $100,000. 
At the close of the administration, the 
bank was named guardian of the son 
and in that capacity was obliged to finish 
a number of duties left undone by the 
co-administrators. Had the man made a 
will, naming the bank executor, our fee 
and the attorney’s fee would have totalled 
about $70,000 and the work would have 
been completed. A month or so ago I was 
talking to the administrator who had 
been a business associate of the decedent 
and he asked me whether our relations 
with the divorced wife of the decedent 
were pleasant. I assured him that they 
were most pleasant indeed, whereupon 
he expressed surprise that anyone could 
do business with her amicably. Then he 
volunteered the thought that we were 
free of personal complexities, whereas 
he hadn’t been.” 
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VALUE OF TRUST DEPARTMENT TO BANK 


Arthur H. Evans Cites Recent Growth of Trust Business and Gives Suggestions 
Regarding Department Policies Which Bring Success 


m HE Value of a Trust Department 
to a Bank” was the title of the 
address of Arthur H. Evans, Vice 
President of the Continental Illinois Na- 
tional Bank and Trust Company of Chi- 
cago, before the Trust Section of the 
California Bankers Association conven- 
tion, held May 22-24. 

“The short answer to the title of this 
paper is profits,’ Mr. Evans said. “No 
profession, industry or individual can 
long survive in the field of business or 
competitive service unless they prosper. 
Deprived of profit the quality of product 
or service sooner or later degenerates. 
We have seen this illustrated repeatedly 
in the case of utilities, railroads, indus- 
trial corporations and individuals. It is 
basic in the general plan of American 
economic life. Idealistic as we may hold 
the trust business to be, it, too, is subject 
to this economic law. All that a Trust 
Department has to offer is service and 
to render that service well; to maintain 
high standards of efficiency; to attract 
men of character and ability to it as a 
profession, requires that the whole oper- 
ation be set up on a profit making basis. 


Direct Profit Only Part of Picture 


“The value of a Trust Department to a 
bank is not confined, however, to the fact 
that it will make a profit. It is only when 
we look beyond the profit making ability 
of a Trust Department and search out 
the reason for its profit; when we ex- 
amine the various and diversified in- 
terests served by a bank through its 
Trust Department; when we study the 
significance and importance of customer 
relationships and observe how a Trust 
Department can help to cement these 
relationships that we see the Trust De- 
partment in its full perspective. 

“The field for trust service is broader 
and more inviting today than during any 


previous time. We are in a period where 
individuals, corporations, communities 
and states are more conscious of social- 
economic responsibilities than ever be- 
fore. Corporation pension plans, com- 
munity trusts, group insurance, employee 
insurance and thrift plans, old age pen- 
sions, accumulations of funds for unem- 
ployment insurance are being worked 
upon everywhere. This thinking and plan- 
ning that is going on all around us 
affords unusual opportunities for alert 
trust men to contribute advice drawn 
from practical experience that will in- 
spire respect, reflect credit on the insti- 
tution they represent and ultimately 
return dollars of profit for services 
rendered. 

“Trust men have kept pace with the 
developments of the times. We are in the 
sixth year of the Great Depression. It 
has been a six-year course of intensive 
education. We have learned by examples 
thrust upon us from day to day, almost 
from hour to hour, to distinguish good 
from bad trust procedure. Officers and 
employees who have worked through 
these years are wiser in counsel, more 
cautious in accepting trust responsi- 
bilities, more exact in the performance 
of trust functions and consequently more 
alert and capable of distinguishing be- 
tween profit and loss operations than at 
any previous time in the history of trust 
work.” 


Impressive Evidence of Recent Growth of 
Trust Business 


After referring to the necessity of 
keeping abreast of current developments, 
and commending the value of the new 
trust educational facilities provided by 
the Graduate School of Banking, Mr. 
Evans said in part: 

“Experience has made trust men 
modest in their claims of what trust 
service can accomplish. Perhaps this very 
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modesty has been an important contrib- 
uting factor in the surprising recent 
growth of trust business. 

“In the National Banking System alone 
during the Government fiscal year 1934, 
there is reported an increase over 1933 
of 25,785 or 18 per cent in the number of 
personal trusts being administered. The 
value of trust assets being administered 
in National Banking System increased 
in 1934 over 1933 by two billion two 
hundred million dollars. There was also 
an increase in 1934 of one billion sixty- 
six million dollars in the volume of note 
and bond issues outstanding under in- 
dentures in which national banks were 
named as corporate trustees. It would 
be false modesty for trust officers and 
bank presidents and directors not to 
interpret these impressive figures as con- 
clusive evidence that trust service had 
a distinct monetary value to the institu- 
tions that enjoyed this new business. The 
contracts represented by this business 
reach far afield and exceed many times 
the mere number of the trusts them- 
selves. Besides the makers of the trusts 
there are the beneficiaries, the legal 
counsel and in the case of the bond and 
note issues the principal officers of the 
corporations concerned as well as the 
underwriting and distributing houses, all 
of whom are potential customers. 

“If the trust men have done their work 
wisely, patiently, graciously, they have 
brought to the banks a host of new 
friends who will look upon these institu- 
tions with new respect. These new rela- 
tionships in most instances are of a kind 
that continue through many years. It is 


perhaps not an exaggeration to say that 
their potential value exceeds the actual 
earnings on the specific business in hand. 


Caution as to Types of Trust Business 
Accepted 


“As trust business continues to grow 
it is becoming more and more important 
to exercise care and discrimination in the 
selection and acceptance of new business. 
Not all trust business offered is profit- 
able and there is much business that 
can be of real detriment even though 
profitable. 

“Trusteeships for real estate promo- 
tions, inadequately secured bond issues, 
stock selling schemes of infinite variety, 
collateral trust relationships which im- 
ply, if not impose, a degree of super- 
visory control, and many other types of 
corporate trustee relationships based 
upon equities of doubtful value, do not 
redound to the credit of a banking insti- 
tution. In the field of personal trusts 
those created solely to avoid taxation will 
be in the future subject to close scrutiny 
and possibly involve charge of collusion 
against the institution accepting or 
soliciting them. Wise management will 
establish standards of the highest type 
for the character of the business it will 
accept, both as to the subject matter of 
the trust and the objects and purposes 
for which it is created. In the long run 
the highest standards will produce the 
best profits. 

“The best sources of good trust busi- 
ness are the banks’ own customers. The 
best solicitors are the bank officers who 
have the acquaintanceship of these cus- 
tomers and enjoy their confidence. 

“The trust department of the future 
that shows the best earning will have a 
good cost accounting system and will 
apply a schedule of fees and charges 
based on accurate knowledge of what it 
costs to perform the duties it has under- 
taken. Its reputation for fair dealing 
will be enhanced if fees are applied uni- 
formly and impartially to all customers 
alike. Any other practice ultimately 
creates embarrassment for the bank or 
trust company that deviates from this 
principle.” 





Corporate Fiduciaries Associations 


Trust-Bar Agreement Reached in California After More 
Than Year of Negotiations— Georgia Resolution 
Pleases Lawyers 


N agreement has been reached be- 
A tween the California Bankers 
Association and the State Bar of 
California, as a result of negotiations 
extending over a period of more than a 
year. The agreement became effective on 
May 22, and certain litigated cases 
against banks have been dismissed under 
stipulations agreed upon between the de- 
fendant banks and the Board of Gover- 
nors of the State Bar. 

California bankers were represented 
in these negotiations by Ben C. Corlett, 
vice-president of the First National 
Bank of Napa, and then president of the 
association, Fred T. Elsey, president of 
the American Trust Company of San 
Francisco, and A. L. Lathrop, vice-presi- 
dent of the Union Bank and Trust Com- 
pany of Los Angeles and now president 
of the association. 

The committee for the lawyers con- 
sisted of H. C. Wyckoff, of Watsonville, 
who was then president of the State Bar 
of California; Hubert T. Morrow, of Los 
Angeles, and Walter H. Stammer, of 
Fresno. 

Mr. Lathrop, in transmitting copies of 
the agreement to members of the asso- 
ciation, said in part: 

“T believe this agreement, while neces- 
sarily general in some respects, is clear 
as to its objectives, and not unnecessarily 
restrictive of the legitimate and proper 
business of banks and trust companies. 
It unquestionably evidences a spirit on 
the part of bankers to give fair recogni- 
tion to the claims of the lawyers and a 
desire suitably to restrict what the law- 
yers consider unfair and improper en- 
croachments upon the legitimate sphere 
of their profession. 

“In a broad sense it surely may be 
said that it is not in the public interest 
to have laymen practice law, and there- 
fore the banks and trust companies do 
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not wish it to be fairly said of them that 
they seek to practice law; but it must be 
admitted that there is a twilight zone 
wherein certain acts may or may not con- 
stitute the practice of the law. This 
agreement is intended to mark the limits 
of that zone, at once preserving to the 
public certain services of banks and 
trust companies which under general 
usage over many years, have become 
deeply imbedded in our business struc- 
ture, and affording in a practical way 
proper protection both to the banks and 
the bar. 

“Your Executive Council believes that 
a fair and generous interpretation of 
this agreement by the banks and the bar, 
will result in good feeling, the elimina- 
tion of misunderstandings, and genuine 
advantage to the banks and the bar, and 
the public as well. 

“Therefore, in sending you this agree- 
ment, I recommend to all members of the 
California Bankers Association, that its 
terms be studied, put into effect, and ad- 
hered to, in a spirit of honest good will 
and sincerity. 

“The Conference Committee to hear 
and determine questions or complaints, 
for the coming year, will consist of the 
committees for the banks and the bar, 
respectively, that negotiated the agree- 
ment.” 


Full Text of Agreement 


The full text of the agreement follows: 

WHEREAS, The State Bar of California 
and the California Bankers Association de- 
sire to arrive at an understanding and to 
provide a method for the adjustment of any 
differences that may arise between them; 
and 

WHEREAS, Each of the parties hereto 
recognizes that trust business is the busi- 
ness of administering estates and trusts, 
and acting as agent in all appropriate cases 
and engaging in other trust activities; that 
it is advisable that a trust institution 
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should limit its functions to such services; 
that attorneys-at-law constitute a profes- 
sional group that performs essential func- 
tions in relation to trust business; that 
attorneys-at-law recognize the advantages 
inherent in corporate fiduciary service and 
have a community of interest with trust 
institutions in the common end of service 
to the public; and that the maintenance of 
harmonious relations between trust institu- 
tions and members of the bar is in the best 
interests of both, and of the public as well; 

NOW, THEREFORE, The parties here- 
to accept the following as proper principles 
and canons of conduct, and adopt the pro- 
cedure herein laid down for the adjustment 
of differences between them: 

(1) It is to the best interest of the public 
for a prospective testator to employ his own 
attorney or an attorney of his own selec- 
tion and to have full opportunity for free 
consultation with the attorney who pre- 
pares his will. 

The banks declare that they do not and 
will not draw wills or codicils thereto. 

A prospective testator may consult and 
discuss with a bank any contemplated ap- 
pointment of such bank in any capacity 
under a will or codicil, and the bank may 
collaborate with the attorney of the pros- 
pective testator in the preparation of any 
such will or codicil. 

(2) An attorney consulted or employed 
by a client for the preparation of any in- 
strument under’ which a bank is to be 
appointed in a fiduciary capacity should 
suggest to the client the desirability of per- 
mitting the bank to examine the instrument 
for the purpose of ascertaining if it will 
consent to act thereunder; and, in all cases 
where the customer of a bank desires to 
name said bank as executor or trustee, an 
attorney should, with the consent of his 
client, confer with the bank with respect to 
the preparation of such instrument and 
such appointment. 

(3) A bank shall not refer a person to 
any attorney for services in connection with 
the drafting of any instrument in which the 
bank may be named as executor or trustee; 
but, where a person desiring to name a 
bank as executor or as trustee states that 
he has no attorney of his own whom he de- 
sires to act for him and requests the bank 
to suggest an attorney, the bank may sug- 
gest several attorneys, among whom shall 
not be included any attorney regularly em- 
ployed or retained as the bank’s counsel. 

(4) A trustee shall not accept any living 
trust, revocable or irrevocable, unless the 
instrument creating it has been prepared 


or approved by an independent attorney of 
the trustor’s own selection. 

(5) The trustee under the ordinary deed 
of trust securing a promissory note or notes 
payable to named payee or payees may pre- 
pare such notices and instruments and per- 
form such acts as are usually required in 
connection with the discharge of its duties 
as trustee under such deed of trust. 

(6) Where a bank is employed to act as 
escrow agent, it is entitled to prepare or 
cause to be prepared the escrow instruc- 
tions defining its rights, duties and liabili- 
ties as escrow agent. It shall not draft, by 
its own counsel or otherwise, the agreement 
between the parties, or the instruments to 
be held or delivered under the escrow; but 
this provision shall not be deemed to pro- 
hibit the escrow agent, where requested so 
to do by a party to the escrow, from pre- 
paring for deposit under such escrow ordi- 
nary instruments in general use and of 
established form, such as deeds, mortgages, 
assignments, releases and the like (but not 
including leases or agreements), and which 
are generally printed and commonly used 
in real estate transactions, where such 
preparation consists in filling in blanks in 
such printed instruments or in retyping 
such printed form of instruments and in- 
cluding therein matters which otherwise 
would be inserted in blanks in such printed 
form. Such escrow agent shall not give 
legal advice to the parties concerning their 
respective rights and obligations, but shall, 
when any party appears uncertain concern- 
ing the same, advise such parties to consult 
an attorney. As to the preparation of in- 
struments to be used in connection with 
escrows, as in this paragraph 6 referred to, 
a bank shall not advertise that it will pre- 
pare such instruments. 

(7) A bank shall not make appearance 
in any court except by an attorney repre- 
senting it, and shall not, directly or in- 
directly, apply to its own use or receive the 
benefit of any part of the fee allowed or 
paid to any attorney. 

(8) A bank shall not in its advertising 
or soliciting hold itself out as prepared to 
give legal advice or render legal services. 

(9) In every situation where, under this 
instrument, or otherwise, a customer is en- 
titled to the independent advice or service 
of an attorney, the undivided character of 
the allegiance of such attorney to his client 
shall be scrupulously maintained and re- 
spected. 

(10) It is not intended herein to define 
what is or is not practicing law. As to all 
matters herein specified and as to other 
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matters which may arise it is the intent 
and spirit of this instrument that every 
bank should endeavor to conduct its busi- 
ness so that it cannot justly be said that 
it is practicing law. 

(11) The term bank as used herein shall 
include banks, trust companies and trust 
departments of other corporations; the 
term attorney as used herein means attor- 
ney-at-law. 

(12) The parties hereto agree that they 
will in good faith promote and recommend 
the observance by their constituent mem- 
bers of the principles and canons herein set 
forth. They deem the observance thereof to 
be conducive to sound and orderly banking, 
and to sound and orderly legal practice, and 
the public interest. 

(13) There shall be a standing confer- 
ence committee of six members for the ad- 
ministration hereof, three appointed by the 
Board of Governors of the State Bar and 
three appointed by the Executive Council 
of the California Bankers Association. The 
first meeting of said Committee shall be 


called by joint notice of the Presidents of 
the respective organizations. The Commit- 
tee shall adopt its own rules providing for 
calling of meetings and conduct of its busi- 
ness. Said Committee shall hear complaints 
and consider questions arising hereunder 
presented by members of the State Bar, the 
banks or other interested persons, and shall 
take such steps in regard thereto as may 
seem desirable. This instrument shall be- 
come effective when approved by the Execu- 
tive Council of the California Bankers As- 
sociation and by the Board of Governors of 
the State Bar of California. 

(14) This instrument may be revoked by 
either party hereto upon sixty (60) days’ 
notice in writing to the other. In case of 
such revocation, the rights, privileges or 
duties of the parties and of their constitu- 
ent members shall not be prejudiced by the 
execution or performance hereof, nor shall 
anything herein be deemed to constitute an 
admission as to what is or is not permis- . 
sible under the law. 


Distinct Improvement in Bar Relations During Year Reported 
by Corporate Fiduciaries in Georgia 


RESOLUTION touching on Bar 
Action was adopted at the re- 
cent convention of the Georgia 
Bankers Association. James C. Shelor, 
Assistant Trust Officer, Trust Company 
of Georgia, Atlanta, in reply to a query 
said that the resolution was based upon 
a similar one adopted by the Atlanta 
Clearing House Association in 1934, and 
that while somewhat similar resolutions 
were adopted last year by the Clearing 
Houses in Rome, Macon, Augusta, Savan- 
nah and Columbus, the recent meeting 
was the first opportunity to obtain state- 
wide approval. 
The full text of the resolution follows: 


BE IT RESOLVED, that the Georgia 
Bankers’ Association, now in session, ratify 
and approve the action of its Committee on 
Trust Affairs in approving and adopting 
for daily use the Statement of Principles 
of Trust Companies, prepared by the 
American Bankers’ Association, and ap- 
proved by President Roosevelt as part of 
the Code of Fair Competition for Bankers, 
Dated October 3, 1933. 

BE IT FURTHER RESOLVED, that in 
the opinion of this Association its members 


should strictly adhere to the principles set 
forth in said statement in the operation of 
their trust departments. 


BE IT FURTHER RESOLVED, that no 
member of this Association should draw 
any Will or Codicil, or have such Will or 
Codicil drawn by its officers, attorneys or 
employees, or pay for the drawing of such 
document directly or indirectly, provided 
that attorneys who do not devote all of 
their time to the business of any member of 
the Association may draw such document 
when regularly employed by a decedent and 
paid solely by him the customary fee for 
such service. 


BE IT FURTHER RESOLVED, that the 
members of this Association shall advise 
persons or parties doing business with their 
trust departments to consult counsel of 
their own selection with respect to all mat- 
ters of a legal nature. 


BE IT FURTHER RESOLVED, that the 
members of this Association shall employ 
counsel in the probate of Wills and in all 
legal matters arising from the administra- 
tion of decedents’ estates, and that the at- 
torney who drew the instrument involved 
shall, in the absence of good reasons to the 
contrary be given preference. 
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Mr. Shelor makes the following com- 
ment: 

“T attended the annual meeting of the 
Georgia Bar Association and the Chair- 
man of its Committee on Unauthorized 
Practice was very complimentary in his 
report with reference to the action taken 
by the Georgia Bankers Association and 
its various constituent groups. There are 
doubtless several isolated cases where 
trust officials have continued to follow 


practices that were the subject of criti- 
cism by the Bar, but I believe they are 
being removed at a very rapid rate. The 
sentiment of the members of the Geor- 
gia Bar Association is much more favor- 
able than it was a year ago, and if trust 
and banking officials will continue to re- 
frain from doing anything that resem- 
bles the practice of law or the giving of 
legal advice, I believe that this healthy 
situation will become permanent.” 


Text of Prize-Winning Will in Contest for Law Students 
Sponsored by Atlanta Clearing House 


S reported in last month’s issue, 
A witerstin contests were spon- 
sored again this year by the 
Atlanta Clearing House Association for 
members of the senior law classes and 
other students deemed eligible by the 
Deans of the Law Schools of the Uni- 
versity of Georgia, Emory University, 
Mercer University and the Atlanta Law 
School. 

Prizes have been awarded to Otis L. 
Brenner, a member of the senior class of 
the Atlanta Law School, Brainerd Currie 
of Mercer University Law School, Macon, 
Ga., and Benton Odom, Jr., of Lumpkin 
Law School, University of Georgia, 
Athens, Ga. 

No attempt was made to designate the 
best will submitted from the various law 
schools. The best submitted from each 
school was selected by a committee which 
included an alumnus of that school. 

To each contestant was submitted a 
statement of the “Case of John Allen,” 
and each will was written around the 
names and facts set forth in that case. 
Access to any printed matter, books or 
periodicals were permitted, but the con- 
testants were asked not to seek the 
assistance of lawyers, trust officers or 
other persons in professional or business 
life. 

The Case of John Allen as submitted 
was as follows: 


Problem for the Will Contest 


John Allen, of Atlanta, Ga., is forty-five 
years of age. His first wife died five years 


ago, and he was married again two years 
later. His second wife, Mary Allen, is now 
living and is thirty-two years of age. John 
Allen and Mary Allen have a daughter, 
Grace Allen, eighteen months old. John 
Allen also has by his first marriage a son, 
Milton Allen, fifteen years of age. 

John Allen comes from an old and re- 
spected family, but has been forced to earn 
his own living nearly all of his life and is, 
in consequence, a more or less self-made 
man. He is very fair-minded and very lib- 
eral in a financial way with his wife and 
children. 

Mary Allen, his wife, is a woman of no 
business experience but level-headed and 
with plenty of common sense. She is not of 
an extravagant nature. Her attitude toward 
Milton Allen, her step-son, is of the most 
friendly sort and she would like to have 
him feel more friendly towards her. 

Milton Allen is of a mechanical turn of 
mind and spends a good deal of time alone 
after school hours tinkering with various 
toys and mechanical devices. He has not 
become adjusted to the presence of his 
father’s second wife in the home, and he 
is, in fact, rather resentful and unfriendly 
towards her. The boy does well in his 
studies at high school, where he is a senior, 
and gives promise of becoming a hard-work- 
ing and successful man. 

The baby, Grace Allen, of course, is too 
young for her characteristics and tempera- 
ment to be determined. 

John Allen is one of three men who to- 
gether manage and operate the Allgood 
Corporation, of Atlanta, Ga. The book value 
with no good will included, of the total 
capital stock of this corporation is today 
$250,000.00. John Allen owns 40 per cent of 
the capital stock, and his two associates 
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together own about 53 per cent thereof. 
The remaining 7 per cent of the stock is 
in the hands of four or five small minority 
stockholders. His two associates are fully 
capable of continuing the business success- 
fully should Mr. Allen predecease them, 
although his death would handicap them 
considerably at the outset and would neces- 
sitate some readjustments. John Allen does 
not desire particularly that his son, Milton 
Allen, work for the Allgood Corporation 
after his death, should he be old enough or 
experienced enough to do so at the time. 
He would prefer that the choice of a voca- 
tion be left entirely to his son. 

Mr. Allen owns miscellaneous listed stocks 
and bonds purchased over a period of some 
twelve or fifteen years at a total cost of 
$55,000.00. These securities at current 
market value are worth approximately 
$35,000.00. 

He has $50,000.00 of life insurance, 
$5,000.00 of which is payable to his wife, 
and $45,000.00 of which is payable to his 
estate. Mr. Allen realizes his need for more 
personal insurance and would like to pur- 
chase it, but he is unable for physical rea- 
sons to obtain it. 

John Allen also owns his home, which is 
conservatively worth $17,500.00, and against 
which there exists a mortgage of $8,000.00. 
He wants to be sure that his wife will have 
the unrestricted use of his home as long 
as she lives, provided she desires to dwell 
there after his death. 

It is Mr. Allen’s desire to plan his will 
in such a way that any possible friction 
between his son, Milton Allen, and his wife 


will be minimized after his death. He wishes - 
to be fair to all members of his family and 
not to create undue financial restrictions 
upon them. He realizes that the income yield 
from his total estate may not be sufficient 
under all conditions through the passing 
years to provide for the proper support and 
maintenance of all of his dependents. Hence 
he desires to guard against a shortage of 
funds for living expenses should the in- 
come at any time be too small. He wants to 
make some sort of provision that will guar- 
antee ample educational facilities for all his 
children. 


One of the Prize Wills 


The will submitted by Mr. Brenner was 
as follows: 
STATE OF GEORGIA 
COUNTY OF FULTON 

I, JOHN ALLEN, of said State and 
County, being of sound mind and disposing 
memory, do make and publish this as my 
LAST WILL AND TESTAMENT, hereby 
revoking all other Wills heretofore made 
by me. 

ITEM ONE. 

I desire and direct that my body be 
buried in a Christian-like manner, suitable 
to my circumstances and condition in life. 


ITEM TWO. 

I direct that all my just debts owing at 
my death shall be promptly paid by my 
Executor hereinafter named, as soon after 
my death as may, in its judgment, be con- 
sistent with the best interest of my estate. 
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ITEM THREE. 

All of my personal effects whatever, not 
herein elsewhere specifically disposed of, 
such as household goods, furniture, auto- 
mobiles, works of art, silverware, etc., I 
bequeath to my wife, MARY ALLEN. 


ITEM FOUR. 


My personal effects of a masculine na- 
ture, such as watch, jewelry, clothing, 
articles of personal adornment and the fol- 
lowing personal effects of my first wife: 
wedding ring, engagement ring, mono- 
grammed set of silver and of china, I be- 
queath to my son, MILTON ALLEN. 

ITEM FIVE. 

All of the residue of my property of what- 
ever character, real or personal, whether 
now owned or hereafter acquired, and in- 
cluding any lapsed legacy or devise of 
personalty or realty, I will to the X TRUST 
COMPANY, with an office in Atlanta, Ga., 
as trustee, in trust, however, for the fol- 
lowing uses: 

A. The Trustee shall allow my wife to 
use our home, without charge, during her 
natural life or widowhood, said Trustee 
paying out of the income of the estate all 
costs of upkeep thereon, including taxes, 
insurance, repairs, and interest on the 
mortgage. 

B. The Trustee shall divide the net in- 
come from the estate after the disburse- 
ments for the upkeep of my home into as 
many shares, plus one, as I have then liv- 
ing children and deceased children with 
issue then surviving. 

C. One of these shares (referred to in 
Paragraph B) shall be paid to my son, 
MILTON ALLEN, for his support, main- 
tenance and education. Should such share 
amount to less than ONE HUNDRED 
($100) DOLLARS per month during the 
four years of said son’s college career or 
three years thereafter, should he desire a 
professional education, then said Trustee 
shall encroach upon the corpus to such an 
extent as may be necessary to insure said 
son an income of ONE HUNDRED ($100) 
DOLLARS per month for the stated period 
of his education. 

D. The Trustee shall pay the remainder 
of the shares of the income to my wife, 
MARY ALLEN, for her natural life or 
widowhood, to be used by her as in her sole 
discretion deems best for the support of 
herself and her own children during their 
minority. Should said shares of the income 
amount to less than THREE THOUSAND 
($3,000) DOLLARS per annum, or other- 
wise be inadequate in the discretion of my 


Trustee to suitably provide for the college 
education of our child, GRACE ALLEN, 
or any future children that may be born 
to us, or to meet any unusual needs which 
may arise because of sickness, said Trustee 
shall encroach upon the corpus to such 
extent and so often as may be necessary to 
provide an income of THREE THOUSAND 
($3,000) DOLLARS per year, and/or to 
provide such college educations or such 
unusual needs. 

E. Any encroachment upon the corpus, 
made under Paragraph C above for my son, 
MILTON ALLEN, shall, upon final distri- 
bution of the trust estate under Paragraphs 
G, H and I, hereafter, be charged against 
the share of the corpus delivered to MIL- 
TON ALLEN, or his issue. In a like man- 
ner any encroachment against the corpus 
for the benefit of my wife, MARY ALLEN, 
and her own children, made under Para- 
graph D above, shall upon final distribu- 
tion of the trust estate under Paragraphs 
G, J and K be charged against the shares 
of the corpus set up for the benefit of, or 
given to her own child or children. 

F. Said Trustee shall retain my shares 
of the Allgood Corporation in Atlanta, Ga., 
entrusting the management to my two capa- 
ble associates, until my son, MILTON 


ALLEN, becomes THIRTY (30) YEARS 


of age. If at that time my son, MILTON 
ALLEN, has become affiliated with the Ail- 
good Corporation, and wishes my interest 
in the business to be retained, said Trustee 
shall continue to hold as much of said 
stock as possible as long as said son shall 
so desire or until final disposition of said 
trust estate. If my son elects for the 
Trustee to retain my interest in the All- 
good Corporation, he shall receive upon dis- 
solution of the Trust, his share out of said 
stock. If, however, upon his thirtieth birth- 
day, my son has shown no desire to become 
affiliated with the Allgood Corporation, my 
Trustee may dispose of said stock in any 
manner which it deems advisable, under the 
powers granted in Item 7 hereafter. It is 
my desire that my son use his own judg- 
ment in selecting an occupation, and that 
nothing in this paragraph should influence 
him in any way. 

G. Upon death or remarriage of my wife, 
my Trustee shall divide the corpus of the 
trust estate into as many shares as I have 
living children and deceased children with 
issue then surviving. 

H. One of these shares (into which the 
corpus is divided under Paragraph G above) 
shall be delivered to my son, MILTON 
ALLEN, absolutely, if he be in life and 
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THIRTY (30) YEARS old. If he be in life 
but less than THIRTY (30) YEARS old, 
said share shall be retained by my Trustee 
for the benefit to him until his thirtieth 
birthday, whereupon the entire share shall 
be delivered to him absolutely. 

I. Provided my son, MILTON ALLEN, 
be dead before the division under Para- 
graph G above, but leaving issue surviving 
at such date, one of the shares (into which 
the corpus is divided under Paragraph F 
above) shall be delivered to his issue per 
stirpes. 

J. One of these shares (into which the 
corpus is divided under Paragraph G 
above) shall be retained by my Trustee for 
the benefit of my daughter, GRACE 
ALLEN, and the net income paid to her 
during her natural life. When she dies the 
share of the corpus (the income from 
which she enjoyed during her life) shall be 
delivered to her issue surviving if any, if 
none, then to such persons as she may ap- 
point by her Will; but if she dies without 
issue and without appointing, then her 
share shall pass to my other child or chil- 
dren. 

K. If I have any other child or children 
for whom the corpus is divided under Para- 
graph G, the division shall be made, if a 
son, as that to MILTON ALLEN under 
Paragraphs H and I; and, if a daughter, 
as to GRACE ALLEN under Paragraph J. 

Should any beneficiary under this item 
be a minor when any benefit would be pay- 
able to him or her under the foregoing 
provisions, then anything hereinabove to 
the contrary notwithstanding such benefit 
shall not be paid to such minor, but the 
same shall be retained by Trustee, and the 
income used for the support and education 
of said minor. Payment, not needed for such 
purposes, shall be made when such bene- 
ficiary attains majority. 


ITEM SIX. 


I appoint the X TRUST COMPANY as 
Executor of this Will. 


ITEM SEVEN. 


Said Trust Company and its successors 
may while acting in any capacity here- 
under, from time to time, as it may think 
necessary or deem best, exchange or sell 
any property, real or personal (except as 
limited by Item Five, Section A and E), 
at such prices and places, upon such terms, 
and with or without advertisement, as it 
may think necessary or deem best, without 
previously procuring the order of any 
Court authorizing it so to do; may invest 
and reinvest the proceeds of any sale, or 


These  , Were All 
ABOVE SUSPICION 


EMPTATION made them criminals overnight. Some 

of the banks they victimized were rendered in- 
solvent by excess loss. Others were seriously em- 
barrassed. Typical of common cases are those picked 
at random below. 


Total Loss Description 


Son-in-law of President embezzled 
funds. Forced bank into receivership. 


$93,800.32 


Teller, 11 years with bank, lived be- 
53,606.00 | yond means, financed personal spec- 
ulations with bank funds. 


Bookkeeper, employed 9 years. Bond- 
ed for only $2,000.00. 


Resta A i Rt 01 
Trust Dept. Teller embezzled over pe- 
riod of 3 years to finance private 
venture. 


5,095.00 


31,567.40 


eee ee 
Branch Manager manipulated individ- 
3,809.23 val ledger to conceal shortages. 
Teller, employed 12 years, forged 
withdrawal checks on dormant ac- 
counts. 


41 453.83 


Experience leads us to believe that banks study 
their fidelity and surety requirements very closely. 
Nevertheless, new business, new employees, new 
legislation and rate changes suggest the need for 
a periodic outside survey. The National Surety Cor- 
poration’s field representatives will gladly and with- 
out cost analyze your coverages with a view to the 
elimination of weak spots, if any, and to assure the 
fullest protection possible with the most economy. 
Ask the National Surety representative in your com- 
munity about this definitely helpful service. 


There are National Surety representatives every- 

where. Each is a specialist in Fidelity, Surety. 

Forgery and Burglary protection, thoroughly 
equipped to serve you. 


NATIONAL 
SURETY 
CORPORATION 


VINCENT CULLEN, PRESIDENT 
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funds derived from any other sources, in 
any other property, real or personal, that 
it may deem best, regardless of whether or 
not the subject of such investment be of 
the character permitted by law to trustees 
or executors; may hold in the same form 
of investment any property, real or per- 
sonal, of which I may die possessed; may 
borrow money or renew any loans made by 
me and give security for repayment thereof 
by mortgage, deed of trust, loan deed, or 
otherwise; may lease any property for any 
time regardless of the duration of the ad- 
ministration of my estate or the trust es- 
tate; and upon purchase of securities at a 
premium, or at a discount, it shall not 
amortize the premium out of subsequent in- 
come, nor accumulate the discounts. 
ITEM EIGHT. 
The subsequent birth of a child or chil- 


dren to me shall not revoke this Will which 
is made in contemplation of such an event. 
ITEM NINE. 

I relieve X TRUST COMPANY from 
making any returns to, and securing or fil- 
ing any inventories or appraisals with, any 
court while acting in any capacity hereun- 
der; but it shall semi-annually, and at the 
request of any beneficiary, render a state- 
ment showing the condition of the estate, 


and the receipts and disbursements during 
the preceding period. 


ITEM TEN. 

The provisions I have made herein for 
my wife are in lieu of dower, year’s sup- 
port, or any other interest she may have 
therein as my widow, or as one of my heirs 
at law. 

ITEM ELEVEN. 

I appoint X TRUST COMPANY as 
Guardian of any property of my minor son, 
MILTON ALLEN. I relieve said Guardian 
from giving bond or making any return to 
any Court. 

ITEM TWELVE. 

Knowing that during the administration 
of my estate, matters will arise requiring 
the services of an attorney, I request X 
TRUST COMPANY to employ the firm of 
Jones and Anderson not only to probate my 
Will but to represent it when the services 
of an attorney are needed for any other 
purposes. 

IN WITNESS WHEREOF, I hereunto 
set my signature and seal on this page, and 
have signed my name on the margin of each 
of the four other pages of this Will, this 
24th day of May, 1935. 

JOHN ALLEN (Seal) 
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Signed, sealed, declared and published by 
JOHN ALLEN as his Last Will and Testa- 
ment, in the presence of us, the subscribing 
witnesses, who at his instance and request, 
and in his presence and in the presence of 
each other, have hereunto set our hands and 
seals, the day and year aforesaid. 

NILE BOWEN (SEAL) 

746 Highland Ave., N.E., Atlanta, Ga., 
CHARLES EMERY (SEAL) 

1019 Piedmont Ave., N.E., Atlanta, Ga. 


JAMES BROWN (SEAL) 
264 Virginia Ave., N.E., Atlanta, Ga. 


May Seek Management Fee for 
Servicing Mortgages 

Legislation to allow a management fee 
of not more than one quarter of 1 per 
cent where a fiduciary attends to all steps 
involved in servicing a mortgage may be 
sought by trust institutions in New York 
State. 

William H. Stackel, Vice President and 
Trust Officer of the Security Trust Com- 
pany, Rochester, N. Y., and Chairman of 
the Committee on Trust Functions, New 
York State Bankers Association, pointed 
out at the convention held this month at 
Lake George that “there are many phases 
of mortgage investments which may need 
legislative guidance. One of these con- 
cerns management fees for servicing 
mortgage investments. 

“Under existing circumstances,” he 
said, “many fiduciary institutions feel 
the need of themselves making and super- 
vising mortgage loans in order to reap 
for their beneficiaries the larger income 
which this type of investment yields and 
at the same time to afford maximum pro- 
tection. However, the operations neces- 
sary efficiently to service such mortgages 
are so costly as to preclude the making 
of direct mortgage loans on a large scale. 

“While your committee has taken no 
formal action on this matter, it has given 
some thought to proposing a bill whereby 
a management fee of not to exceed one- 
fourth of 1 per cent per annum be al- 
lowed where a fiduciary attends to all 
steps involved in the servicing of mort- 
gages. It is more than likely that if such 
a plan were adopted, trust funds would 
be made available for mortgage loans to 
a much greater extent than would be 
otherwise possible, with resulting bene- 
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fits to the community and with increased 
income to beneficiaries. 

“It must be emphasized repeatedly that 
the corporate fiduciary seeks in any pro- 
posed legislation only such wholesome 
measures as will benefit not alone the 
bank or trust company, but also the pub- 
lic whom we serve. In our approach to 
all legislative problems we must be true 
to our conservative traditions while at 
the same time we must be prepared to 
face changing conditions with proposals 
for statutory enactments where these will 
improve the scope and the quality of our 
service.” 


Connecticut Trust Division 
Reports Progress 


G. Harold Welch, Trust Officer, New 
Haven Bank, N. B. A., New Haven, 
Conn., submitted the following report of 
the Trust Division Committee of the 
Connecticut Bankers Association, at the 
annual convention held June 7-8. 


“Shortly after the appointment of sev- 
eral Trust men to the Committee a meeting 
was held at which plans as to the purposes 
and a program for the Trust Division were 
considered, such as time of meetings, sub- 
jects of discussions that would be of inter- 
est and most profitable to the group. 

“During the past year three meetings 
have been held which were largely attended 
by a representative group of Trust men 
responsible for the administration of fidu- 
ciary activities in their various institutions. 

“One meeting was devoted to a discussion 
of the general responsibilities of Institu- 
tions rendering a Trust Service and the 
banks’ obligations and relationships to the 
public. At a second meeting the many prob- 
lems presented by changes resulting from 
the enactment of the then New Income Tax 
Law were considered. The topic of proposed 
legislation proved a most interesting sub- 
ject at the last meeting of the group and 
the Committee have been most gratified with 
the evident interest shown by those attend- 
ing and the very profitable discussions 
which have followed the direct talks at each 
gathering. 

“T wish at this time to take advantage of 
this opportunity to express to the members 
generally our appreciation of their coopera- 
tion and also to personally and publicly 
thank the members of the Committee who 
have made the activities of the Trust Divi- 
sion so successful thus far.” 


Careful management 


conservative 
policies 
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Keogh Elected Chairman 


At the annual meeting of the Trust 
Division of the California Bankers Asso- 
ciation, the following officers were elect- 
ed for the new year: 


Chairman—John F. Keogh, Vice Presi- 
dent, Title Guarantee & Trust Company, 
Los Angeles. 

Vice Chairman—W. D. Lux, Vice Presi- 
dent, Crocker First National Bank, San 
Francisco. 

Secretary-Treasurer—Halcott B. Thomas, 
Trust Officer, Citizens National Bank & 
Trust Company, Los Angeles. 

The following are the new members of 
the executive committee of the trust divi- 
sion: 

C. Nelson Hackett, Assistant Trust Officer 
of Bank of California, N. A., San Fran- 
cisco. 

Dudley C. Monk, Trust Officer of Pasa- 
dena branch of Security-First National 
Bank of Los Angeles. 

Charles E. Baker, Trust Officer of Title 
Insurance & Trust Co., Los Angeles. 

W. D. Baker, Trust Officer of Farmers 
& Merchants National Bank, Los Angeles. 
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Tennessee Fiduciary Division 
Plans Development 

The Fiduciary Division of the Ten- 
nessee Bankers Association held an en- 
thusiastic meeting in Chattanooga May 
22, and elected the following officers for 
the ensuing year: President, Troy Beatty, 
Jr., Vice President and Trust Officer, 
The First National Bank, Memphis; Vice 
President, Sylvane Freed, President, 
Bank of Trenton and Trust Company; 
Secretary, H. Grady Huddleston, Secre- 
tary, Tennessee Bankers Association. 

A resolution was adopted for the ap- 
pointment of a committee to map out a 
definite program for the development of 
the division, and particularly for closer 
coordination with the State Association. 
C. W. Bailey of Clarksville and Mr. Hud- 
dleston are two members of the com- 
mittee. Under the date of June 14, Mr. 
Beatty advised that the other members 
had not yet been designated. 


Consider Sponsoring So-Called 
Legal List in Jersey 

The question of sponsoring the publi- 
cation of a so-called legal list of invest- 
ments for trust funds in New Jersey will 
be considered by a committee of the New 
Jersey Bankers Association. This fact 
was revealed by the newly elected Presi- 
dent of the Association, Leslie C. Mc- 
Douall, Trust Officer, Fidelity Union 
Trust Company, Newark, N. J., in his 
address before the recent convention held 
at Atlantic City. 

Numerous requests have been received, 
he said, that the necessary steps to that 
end be taken. The subject will be re- 
ferred to the Association’s Committee on 
Trust Matters “with the request that 
they carefully investigate the entire sub- 
ject and make a recommendation to the 
Executive Committee with regard there- 
to.” 


New Corporate Fiduciary Association 
The Corporate Fiduciary Association 


of Group Six, Pennsylvania Bankers 
Association, was recently organized at a 
meeting held at Altoona, Pa. The follow- 
ing are the officers elected for the first 
association year: 
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President, W. Elbridge Brown, Vice Pres- 
ident and Trust Officer of the Clearfield 
Trust Company, Clearfield. 

Vice President, N. F. Lane, Trust Officer 
of the First National Bank of Altoona. 

Secretary-Treasurer, E. R. Cox, Trust 
Officer of the First Blair County National 
Bank of Tyrone. 

The Executive Committee includes the 
officers and the following: 

Paul Miller, Trust Officer of the Johns- 
town Bank and Trust Company. 

R. M. Watson, Cashier of the Union Na- 
tional Bank and Trust Company, Hunting- 
don. 

N. E. Robb, Trust Officer of the Belle- 
fonte Trust Company, Bellefonte. 

H. W. Todd, President of the First Na- 
tional Bank of Philipsburg. 

W. G. Brown, Vice President of the Du- 
Bois National Bank. 

M. H. Hartzfeld, Trust Officer of the 
Union Bank and Trust Company of DuBois. 

John H. Dillen, Trust Officer of the 
Altoona Trust Company. 

J. R. Harkness, Trust Officer of the 
Hollidaysburg Trust Company. 


Grutze Elected President 

At the recent annual meeting of the 
Trust Companies Association of Oregon, 
A. L. Grutze, 
Vice Presi- 
dent and 
Trust Officer, 
Title & Trust 
Company, 
Portland, 
Oregon, was 
elected Presi- 
dent for the 
ensuing asso- 
ciation year. 
John L. Day, 
Jr., Assistant 
Trust Officer, 
Bank of Cali- 
fornia, was 
elected Vice 
President, and Fred Yates, Assistant 
Trust Officer, Portland Trust & Savings 
Bank, was elected Secretary-Treasurer. 


rc 


A. L. GRUTZE 


A list of newly elected state vice 
presidents of the Trust Division, 
American Bankers’ Association, 
will be found on page 656 of this 
issue. 





How Local Trust Associations Can Cooperate in National 


Public Relations Work 


PECIFIC suggestions as to how 
S local corporate fiduciary associa- 

tions can cooperate in a national 
effort to improve public relations were 
made by R. G. Stockton, Vice President 
and Associate Trust Officer, Wachovia 
Bank and Trust Company, Asheville, N. 
C., in a recent talk before the Trust 
Division of the South Carolina Bankers 
Association. Here is an excerpt from his 
address: 


“Just how can a local trust association 
cooperate effectively in this movement? 
I would like to venture some suggestions 
on behalf of the Trust Division. Let me 
say at the outset that I do not expect 
that any association can adopt all of 
them. But I am sure all trust associa- 
tions can follow some of them, and I 
hope, develop other activities especially 
suited to their locality. Here are the 
division’s suggestions: 


1) Meet regularly. Only the active trust 
association is effective. Keep public re- 
lations in mind on considering any 
important problem. 


Good trust service. Through your asso- 
ciation constantly strive for the main- 
tenance of high standards of trust 
service in your State. Good service is 
the only firm foundation for good public 
relations. 


Strive for adherence in all respects to A 
Statement of Principles of Trust Insti- 
tutions, bearing in mind especially its 
requirements as to informing benefici- 
aries fully, as to high standards for 
trust advertising and as to uniform fees. 
To deal with the matter of uniform fees, 
have a standard committee on costs and 
charges. 


Work for the education of banking per- 
sonnel, as well as trust personnel, in 
the proper way to contact customers, 
and possible customers, of the Trust 
Department. 


Designate an official Press relations 
man for your association. Authorize 
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him to keep the Press advised of your 
activities and all national or state trust 
happenings that have publicity value. 
Expect him to explain to reporters the 
principles and purposes of trust busi- 
ness. 


Arrange, if possible, for local publicity 
through a column on trust subjects ap- 
pearing regularly in local papers. Such 
a column has been appearing in a New 
York newspaper since 1931 under the 
title of “Estate Builders.” The adoption 
of the idea in four other cities, Chicago, 
San Francisco, Los Angeles and Bir- 
mingham, has just happened in the last 
few months. Write Henry Sargent, Sec- | 
retary of the Trust Division and he will — 
be glad to send you clippings, together 
with information as to how this move- 
ment is developed. Key Foster, As- 
sistant Trust Officer of the Birmingham 
Trust and Savings, who is a member of 
the Committee on trust information, 
will tell you how he has developed this 
idea in Birmingham. 


Consider the use of local radio stations 
for talks in the interest of trust busi- 
ness. Be prepared to provide a trust 
speaker at the request of Civic Clubs, 
Women’s Clubs, Schools, Colleges, ete. 
This is a service that can be made valu- 
able both to your organization and the 
trust business. You might have a stand- 
ing committee on trust information 
which could handle all of these activi- 
ties and which would receive the active 
cooperation of the Trust Division’s simi- 
lar committee. 


Establish and maintain contact with 
your state and local Bar Associations. 
See that they get acquainted with The 
Statement of Principles. Develop a 
friendly relationship ‘which will enable 
frank discussions of mutual problems. 


Establish and maintain contact with 
your local Underwriters Association. It 
is very important that every Under- 
writer become acquainted with the 
Statement of Guiding Principles for re- 
lationships between life underwriters 
and trust men. This important docu- 
ment has been approved both by the 
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Executive Committee of the Trust Divi- 
sion and by the Executive Committee of 
the National Association of Life Under- 
writers but, from all I hear, is not very 
well understood by a great number of 
Underwriters throughout the country. 


Make use of the facilities of the head- 
quarters office of the Trust Division. 
Mr. Sargent, our most capable Secre- 
tary, always keeps abreast of the latest 
ideas and is in position to furnish you 
a great deal of information on trust 
subjects. He can secure for your Asso- 
ciation or for any of its committees the 
information you want. It will be a 
pleasure for him to furnish you speci- 
mens of radio programs, talks to Civic 
Clubs on trust subjects, copies of which 
I have here with me. 


“These, in outline, are some of the 
ways in which the Trust Division believes 
state and local trust associations can 
take an active part in a great movement. 
The establishment of the public relations 
of trust business on a sound basis is not 


going to be a quick and easy task. More- 
over, it is going to be a long continuing 
task if confidence in trust business is to 
be maintained as it should be in good 
times and bad. All the committees of the 
Division will be glad to give assistance 
to any of your local committees in their 
particular fields.” 


Compendium of Legal Opinions 


The Manufacturers and Traders Trust 
Company of Buffalo has published, for dis- 
tribution at the nominal charge of 50 cents 
per copy, a booklet listing approximately 
40,000 legal opinions on file with this insti- 
tution. The Manufacturers and Traders 
Trust Company is the official depositary of 
the Investment Bankers Association for 
legal opinions. 

Since the compilation of this compendium 
was started in the early part of 1931, the 
legal opinions on file with the depositary 
have reached a total of over 65,000 and in 
addition a large number of original tran- 
scripts of proceedings are on file, of which 
photostatic copies are available. 


CONVENTIONS 


ARIZONA Bankers Association— 
November 22-23. Prescott. 
—Morris Goldwater, Secy., Prescott. 


IDAHO Bankers Association— 
July 22-23. Hotel Canyon, Yellowstone Park. 
—D. F. Richards, Pres., American National Bank, 
Idaho Falls, in charge program. 
—E. W. Porter, Secy., Boise. 


MONTANA Bankers Association— 

July 19-20. Glacier Park. 

—R. W. Place, Cashier, Metals Bank & Trust Co., 
Butte, and Pres. Mont. B. A., in charge of pro- 
gram. 

—Mrs. E. W. Walker, Secy., Helena. 


AMERICAN BANKERS ASSOCIATION— 

Annual Convention— 

November 11-14. Roosevelt Hotel, New Orleans, 

Louisiana. 7 

—Fred N. Shepherd, Exec. Mer., 22 East 40th St., 
New York, N. Y. 

Pacific Coast and Rocky Mountain States 
Trust Conference— 

October 31-November 1. Los Angeles, California. 

—Henry E. Sargent, Secy., 22 E. 40th St., New 
York, N. Y. 


FINANCIAL Advertisers Association— 
September 9-10-11, Atlantic City. 
—Preston E. Reed, Exec. Secy., 231 S. La Salle St., 
Chicago, IIl. 
Mortgage Bankers Association of America— 
October 3-4. French Lick Springs Hotel, 
Lick, Ind. 


—National Headquarters, 111 W. Washington St., 
Chicago, Ill. 
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SARGENT REPORTS BETTER BAR RELATIONS 


Secretary of Trust Division Outlines Situation Throughout Country 


Showing Distinct Trend Toward Agreement 


The address of Henry E. Sargent, Sec- 
retary, Trust Division, American Bank- 
ers Association, at the Trust Functions 

Conference, American Institute of 

Banking, at Omaha, Nebr., June 11, is 

published in full: 

ELATIONSHIPS between trust 

R institutions and lawyers, hap- 

pily, are better now than they 

have been in years. This statement, al- 

though a broad one and subject to some 

exceptions, is eatirely accurate. as ap- 
plied to the country as a whole. 

Nor is the situation brighter merely 
from the trust man’s viewpoint. In a re- 
cent address before the Corporate Fidu- 
ciaries Association of Minneapolis, Stan- 
ley B. Houck, chairman of the Committee 
on Unauthorized Practice of the Law of 
the American Bar Association, said: 

“T think we are ‘over the hump.’ The 
most important things, and those of the 
greatest consequence, have been largely 
disposed of.” 

He added that more remains to be ac- 
complished and the need continues for 
constant counseling together. But it has 
been by that process of constant counsel- 
ing together that attorneys and trust 
men have come to the degree of mutual 
understanding that exists today. Surely 
Wwe can expect continued progress. 

It will be possible here to discuss only 
a few of the highlights of relationships 
between trust men and the bar. The chief 
of these highlights is the fact that situa- 
tion as it now obtains nationally repre- 
sents a tremendous improvement over 
what it was ten or even five years ago. 
Understanding is displacing criticism; 
harmony is displacing dispute; coopera- 
tion is displacing conflict. The trend is 
steadily in the direction of the solution 
of the mutual problems of lawyers and 
trust institutions by joint friendly action 
rather than by opposing action. 


Public Service Paramount Consideration 
The consequences of this movement 
are of great importance not only to trust 
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institutions and lawyers but also to the 
general public. Trust men and lawyers 
both serve the public. Working together, 
each can give the public their best. Ac- 
tuated by a spirit of harmony, together 
they can dispose of any conflicts of inter- 
est in terms of the welfare of the public. 
In fact, the realization of the leaders of 
both groups as to how deeply the public 
interest is involved in their common 
problems is, I believe, a large factor in 
the progress being made in the solution 
of these problems. Over the years broad 
gauge men of the type that have the pub- 
lic welfare definitely in mind have car- 
ried on the work both nationally and 
locally. 

Nationally, the movement for better 
relations between lawyers and trust in- 
stitutions has been, for the lawyers, in 
the hands of the Committee on Unau- 
thorized Practice of the Law of the 
American Bar Association, and, for the 
trust men, in the hands of the Commit- 
tee on Relations with the Bar of the 
Trust Division, American Bankers Asso- 
ciation. Under the leadership of John G. 
Jackson of New York City, as chairman 
of the Bar Association’s committee, and 
of Robertson Griswold, vice-president, 
Maryland Trust Company, Baltimore, as 
chairman of the Trust Division’s com- 
mittee, these two groups have done a 
splendid job. They have worked closely 
together, they have produced results, and 
they have furnished a shining example 
of real concrete cooperation. Their suc- 
cessors as chairmen of the respective 
committees, Mr. Houck of the Bar Asso- 
ciation and Howard O. Edmonds, vice- 
president, The Northern Trust Company, 
Chicago, of the Trust Division, are 
carrying on under the same fine tradi- 
tions of mutual helpfulness. Their prin- 
cipal accomplishment has been the de- 
termination of the policies of the two 
national organizations with regard to 
the more important of the common prob- 
lems of trust institutions and lawyers. 
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What Is Practice of Law? 


For many years the chief cause of 
complaint by lawyers against trust insti- 
tutions has centered around the question 
of what constitutes the practice of law. 
This question has been debated intermin- 
ably by members of both groups, but its 
solution as a matter of Trust Division 
policy was suggested when A Statement 
of Principles of Trust Institutions was 
adopted in April, 1933. The Statement of 
Principles in the section touching upon 
relationships with the bar (Art. VII, 
Sec. 2), says: 

“Tt is a fundamental principle of this 
relationship that trust institutions 
should not engage in the practice of 
law.” 

The Trust Division does not attempt 
to define the practice of law. Neither 
does the American Bar Association. 
There is no generally accepted definition 
of the term practice of law. The laws of 
the various states differ on the subject. 
Seven states: Alabama, Georgia, Louisi- 
ana, Missouri, Oregon, Tennessee and 
Texas, have enacted formal statutory 
statements as to what constitutes the 
practice of law. A number of states, by 
statute, prohibit corporations from 
“practicing law’ but do not define the 
term, although a few include in the pro- 
hibition the drawing of wills. In some 
other states there are court decisions on 
the question defining certain acts as con- 
stituting the practice of law. 

Notwithstanding this lack of uniform- 
ity, the question of what constitutes the 
practice of law is specifically a matter 
to be determined by state law as ex- 
pressed by statute or court decision. 
From the point of view of the American 
Bar Association, however, statutory defi- 
nitions are not desirable. The associa- 
tion’s Committee on Unauthorized Prac- 
tice of Law expressed itself on this ques- 
tion only last March as follows: 

“What constitutes the practice of law 
ought to be left entirely to the judgment 
and determination of the judicial depart- 
ment of our government. * * * Legisla- 
tion attempting to define the practice of 
law or to prohibit the doing of certain 
acts which may constitute the practice 


of law is dangerous, undesirable and in- 
effective.” 


Other Points of Controversy 


A point of controversy of about equal 
importance with the question of the prac- 
tice of law was the complaint by lawyers 
against trust institutions allegedly of- 
fering legal services in their advertise- 
ments through their apparent offer to 
draw wills. That objection was met 
squarely by the Statement of Principles, 
which, in the section discussing trust 
advertising (Art. VI, Sec. 1), says: 

“There should be no implication that 
legal services will be rendered.” 

However, many lawyers considered 
that trust institutions should not be al- 
lowed to advertise at all. Since the at- 
torneys themselves are forbidden by 
their code of ethics to advertise their 
services as executors or trustees, some 
of them thought it was unfair for trust 
institutions to do so. 

But as to this point the Trust Divi- 
sion stood firm. The Statement of Prin- 
ciples (Art. VI, Sec. 1) says: “A trust 
institution has the same right as any 
other business enterprise to advertise its 
trust services in appropriate ways.” 

This position has been recognized by 
the lawyers before it was crystallized in 
the Statement of Principles. At its an- 
nual meeting in 1932, the American Bar 
Association approved the report of its 
Committee on Unauthorized Practice of 
the Law, which, in commenting on the 
then evident improvement in relation- 
ships with trust men, said: 

“The growth of this satisfactory atti- 
tude, in the opinion of this committee, 
invites a suitable response from the Bar, 
who should in turn recognize that as 
banks and trust companies are entitled 
by law to act as executor and trustee, 
they are likewise entitled to advertise 
their qualifications to exercise their stat- 
utory powers in a dignified and re- 
strained manner.” 

Then there is the feeling among law- 
yers, and quite a proper one, that the 
attorney who draws a trust instrument 
should be employed to represent the es- 
tate when legal services are required. 
The Trust Division believes that this 
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practice should be followed. At the sug- 
gestion of the Committee on Relations 
with the Bar, the Executive Committee 
of the Division approved a letter which 
was sent out to all members last April 
by President Little and which said: 

“Except where a trust institution re- 
quires legal services or legal advice as 
to its own liability or in its fiduciary 
capacity, it should, in the absence of 
strong reasons to the contrary, employ 
the attorney for the testator or grantor 
in matters connected with wills and trust 
agreements. It should endeavor to re- 
spect attorneys in their own proper legal 
business.” 


27 Agreements Now in Effect 


So much for the national aspects of 
the relations between trust institutions 
and the Bar. Coincidentally with the ef- 
forts of the two national organizations 
for improved relationships, various local 
groups have adopted joint agreements or 
declarations of principles to govern the 
activities of trust men and attorneys in 


their respective localities, and thus have 
put into practice the broad policies de- 
veloped nationally. 

There are now 27 of these agreements 
in effect. Some are state-wide, others 
apply to a city or county. They represent 
amicable agreements between trust men 
and attorneys in a given locality and de- 
fine the respective fields of each group 
in the light of the laws and customs of 
the communities in which they live. 

Some of these agreements originated 
many years ago. Most of them, however, 
have been effected in the last five years 
and reflect the constant progress being 
made toward the solution of this prob- 
lem. As may be expected, these agree- 
ments differ in many respects, but most 
of them have a number of provisions in 
common. 

Most agreements state what trust in- 
struments trust institutions will not 
draw—usually wills. There is the usual 
provision under which trust institutions 
agree to recommend to makers of trusts 
that they consult independent counsel. 
There is a general provision safeguard- 
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ing the rights of the trust institution to 
advise with the client and his attorney 
as to the administrative features of the 
trust instrument. The more recent agree- 
ments include a provision creating a 
joint committee of trust men and lawyers 
to handle any misunderstandings that 
may arise. 

These joint committees are proving to 
be effective agencies for meeting local 
situations as they arise. In this connec- 
tion let me quote briefly from the report 
of the Committee on Cooperation with 
the Bar of the Pennsylvania Bankers 
Association submitted to the annual 
meeting of that association in Scranton 
on June 6. Carl W. Fenninger, vice-presi- 
dent, Provident Trust Company, Phila- 
delphia, chairman of the committee, 
said: 


“The report of the Committe of Six 
will advise you that no formal complaints 
of bad practice have been filed by either 
group. Informally, however, there have 
come to the members of the committee 
indications cf unethical practices on the 
part of both trust men and members of 
the bar. In all cases the services of this 
committee have been placed at the dis- 
posal of those involved in an effort to 
adjust the differences and lay plans for 
avoiding future trouble. We believe as a 
result that there is a better understand- 
ing on the part of our members of the 
wisdom of having legal matters attended 
to and legal papers drawn by lawyers. 
On the other hand, we believe the bar 
more fully appreciates the position of the 
banks and the trust companies and real- 
izes that some of the things objected to 
from time to time are not objectionable 
but legitimate and incident to operation 
in accordance with their charter rights. 
We have consistently maintained the posi- 
tion that the problem of cooperation is 
not one-sided and that the bar must bear 
its share of the burden by seeing that its 
own members observe proper ethical 
standards.” 


From the standpoint of brevity the 
declaration of principles recently adopted 
in Atlanta, Georgia, is perhaps unique. 
Except for a provision for a joint com- 
mittee, the agreement consists of but 
two short sentences as follows: 

“Lawyers should observe and comply 
with the law and the canons of profes- 
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sional ethics of the American Bar Asso- 
ciation. 

“Corporations and corporate fidu- 
ciaries should observe and comply with 
the law and the American Bankers Asso- 
ciation Statement of Principles of Trust 
Institutions.” 

The most recent of these declarations 
of principles is the agreement adopted 
May 15 by the California Bankers Asso- 
ciation and the Bar Association of Cali- 
fornia. The agreement is state-wide in 
scope and brings to an end a long series 
of disputes between the two groups. The 
California agreement covers a good deal 
of ground, as there are many problems 
peculiar to that state to be dealt with. 
One provision, significant in the light of 
the national situation, is as follows: 

“It is not intended herein to define 
what is or is not practicing law. As to 
all matters herein specified and as to 
other matters which may arise it is the 
interest and spirit of this instrument 
that every bank should endeavor to con- 
duct its business so that it cannot justly 
be said that it is practicing law.” 

Other declarations of principles doubt- 
less are to come. The movement for the 
settlement of differences between trust 
men and attorneys by state or local 
agreements has the support of the na- 
tional organizations of both groups. 
These declarations of principles reflect 
the present trend, which is toward agree- 
ment instead of toward disagreement. 


A. B. A. Appointments 


The following appointments in the Ameri- 
can Bankers Association have recently been 
made by President R. S. Hecht: 

Harry J. Hass, vice-president, First Na- 


tional Bank, Philadelphia, has been ap- 
pointed a member of the Foundation Trus- 
tees, to fill the vacancy caused by the death 
of John H. Puelicher; Frederick R. Beh- 
rends, vice-president, California Trust Com- 
pany, Los Angeles, to membership on the 
Banking Code Committee, to succeed the 
late R. M. Sims. 

J. G. “McClintock, president, Merchants 
Bank, Rugby, North Dakota, has been ap- 
pointed State Vice-President of the State 
Bank Division of the association for the 
term expiring at the opening of the New 
Orleans convention, to succeed C. E. Cun- 
ningham. 
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LIFE UNDERWRITERS DISCUSS COOPERATION 





Continued Cordial Relations With Trust Men Strongly Favored by National 
Association’s Committee— Joint Discussions Recommended 





ONTINUANCE of “the excellent 
i and cordial relations which exist 

generally” between trust men and 
life underwriters, and “militant efforts 
to build up this same feeling in those 
places where only a passive attitude in- 
stead of one of cordiality presently 
exists,” between the two groups, were 
recommended in an article appearing in 
a recent issue of The Life Association 
News, and signed jointly by the members 
of the Committee on Cooperation with 
Trust Officers of the National Associa- 
tion of Life Underwriters. The members 
of this committee are Franklin W. Ganse, 
Chairman; Paul H. Conway, Secretary; 
James R. Campbell, Emmet C. Peebles, 
S. W. Sanford, Roy W. Van Buren, 
Simon D. Weissman and Harry T. 
Wright. The article was as follows: 


“The Committee on Cooperation with 
Trust Officers feels that the attention of life 
underwriters should be redirected at this 
time to the statement of Guiding Principles 
for Relationships Between Life Underwrit- 
ers and Trust Men which was formulated 
and adopted by both the Trust Division of 
the American Bankers Association and our 
own National Association during 1934. 


Conditions Caused Some Differences of 
Opinion 


“These troubled and unsettled times have 
been responsible, not only for terminations 
of a great deal of life insurance, but also 
for the failure of many well conceived and 
carefully planned trusts. It was to be more 
or less expected that some differences of 
opinion were bound to arise concerning the 
best means of modifying these plans which 
of necessity have had to be modified and 
sometimes terminated. This injected a new 
element into our relationships with trust 
men. Prior to this time we had been asso- 
ciated in jointly building and expanding es- 
tates. During that period we came to recog- 
nize the importance and necessity for the 
use of corporate trust service as a part of 
these plans. Through cooperation and close 
personal contact we learned how to recon- 
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cile viewpoints which were sometimes diver- 
gent, and to the extent that we learned 
this and worked in close cooperation with 
our associates in the trust field who were 
striving for the same ends, better and more 
comprehensive estates were erected for 
their owners. 


New Circumstances 


“Now we are moving through a new and 
different set of circumstances. While we are 
continuing to build for many, there has 
been brought forcibly to our attention the 
necessity of helping to conserve and to 
salvage estates which we jointly built in 
better times for men who are now feeling 
the effects of the financial maladjustments 
which the country has suffered during these 
last few years. For their benefit we must 
now learn to cooperate even more closely 
with our associates in the trust field in a 
work from which neither group nor its in- 
stitutions may expect to derive any imme- 
diate profit. Again we are bound to find 
some differences between the Trust Offi- 
cers’ viewpoint and our own concerning 
what should be done in some of these cases. 
Patience and a mutual desire to be of the 
greatest possible service to those members 
of our communities who have put them- 
selves in our hands demands that we allow 
nothing to occur that would endanger our 
close-working relationships with our trust 
associates, for so doing will surely cause 
the trustors to become confused and uncer- 
tain of what is best for them. Rather should 
we make especial efforts to go along to- 
gether, each attempting to thoroughly com- 
prehend the position and the attitude of the 
other. We must do this to discharge these 
obligations which became ours when our 
joint advice was accepted by those men who 
erected trusts and who purchased substan- 
tial amounts of life insurance many times 
upon our joint recommendations. 


Need for Cooperation Recognized by 
Trust Men 


“That our friends amongst the Trust Of- 
ficers recognize this necessity is apparent 
from the very excellent article that ap- 
peared in Trust Companies Magazine in 
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September of 1934, and which was spon- 
sored by the Trust Committee for Coopera- 
tion and Closer Relationships with Life Un- 
derwriters. Therein these matters are dis- 
cussed and a most sane and rational view is 
taken of the broad and fundamental consid- 
erations which must be kept in sight during 
this period of abnormal stress and difficulty. 


Joint Discussions Favored 


“May your committee suggest that wher- 
ever there seems to be a conflicting view- 
point concerning the best action to recom- 
mend in cases of this kind the interested 
underwriter and the interested Trust Officer 
plan to jointly discuss and examine all of 
the ramifications of the particular case? Let 
them jointly firmly resolve that regardless 
of any personal or institutional considera- 
tions, the advice to the client shall always 
be the best for his interests. In the long 
run such activity is bound to produce a 
healthful condition which will result within 
a few years in increased business for both 
trust men and underwriters because of buy- 
ers’ ‘confidence that was built at this time. 
Our clients are not going to easily forget 
in future years the lessons learned and the 
constructive observations they made today 
regarding these matters. 

“All of these considerations were very 
thoroughly discussed at the meeting of our 
joint committees at the close of the Con- 
ference of the Trust Division of the Ameri- 
can Bankers Association in New York in 
February. We are pleased to report to you 
that as a result of this meeting and after a 
thorough canvass of the present status of 
the cooperative movement we found that 
there are very few places indeed where mis- 
understandings of a serious nature have 
arisen. Our survey of this situation indicates 
that in some cases the person with whom 
the life underwriter and the Trust Officer 
were working perhaps misquoted the Trust 
Officer to the life underwriter or conversely 
the life underwriter to the Trust Officer. We 
cannot help but feel that there are some 
cases where this was done more or less for 
the purpose of creating a situation between 
these two that would result in termination 
of any further solicitation, and that this 
perhaps was precisely the result that the 
prospect wanted to achieve. 


Where Recommendations Differ 


“When and if cases should arise where 
frank and sincere attempts between the in- 
terested trust executive and the underwriter 
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involved do not resolve the contention into a 
mutually agreed upon set of recommenda- 
tions, our joint committees recommend that 
such conflicts of opinion be referred to Mr. 
Henry E. Sargent, Secretary of the Trust 
Division of the American Bankers Associa- 
tion, by the Trust Officer involved and to 
Mr. Paul H. Conway, Secretary of our Com- 
mittee, by the underwriter. Messrs. Sargent 
and Conway are prepared to work together 
to harmoniously adjust any unpleasantness 
which, through its continuing existence, 
might tend to defeat the cordial relations 
which are perceived as being necessary to 
our best future as well as present interests. 


Should Promote Closer Personal 
Relationships 


“Undoubtedly we should continue striving 
for more intimate personal relationships 
with Trust Officers in our various vicinities, 
and we feel that if only a handful of life 
underwriters and trust men from each 
vicinity can be gotten together as a nucleus 
from which may grow eventually Trust 
Councils similar to the very excellent ones 
which have existed for several years in 
some of our larger communities, much will 
be accomplished toward bringing a higher 
type of service to prospects in the field gen- 
erally. We feel sure that an enlightened 
type of selfishness alone ought to indicate 
the need for re-examination of and a re- 
dedication of Life Underwriters generally 
to the ‘Principles of Co-operation.’ It ought 
to be apparent that to the extent that either 
of our groups allows criticism or disparage- 
ment of the other to be created or continued, 
there will be generated in the mind of the 
public a feeling of lack of confidence which 
will surely adversely affect both insurance 
underwriters’ and trust executives’ activi- 
ties and institutions. Not only will this tend 
toward refusals to accept our recommenda- 
tions concerning adequate estate plans, but 
it will also cause our failure to place the 
life insurance which is so often a necessary 
part of these plans. 


For Public Good 


“We urge a continuance of the excellent 
and cordial relations which exist generally 
between our two groups and recommend 
most militant efforts to build up this same 
feeling in those places where only a passive 
attitude instead of one of cordiality pres- 
ently exists between our two groups. That 
failure to work along these lines will re- 
sult in out-of-pocket loss to us is only sec- 
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ondary. That such failure may create a feel- 
ing of hesitancy on the part of those need- 
ing them to accept our joint services be- 
cause of any negating activities to which 
we might lead ourselves or because we 
failed for any reason to help develop these 
services to their maximum scope, however, 
leaves us indicated as lacking discernment 
of our obligation to our profession and un- 
sympathetic to the very real needs of our 
customers. It is our duty to do everything 
we possibly can to keep any such situation 
from arising. It is our opinion and belief 
that the public generally has too much 
need of our joint efforts in their behalf to 
permit us to do otherwise.” 


Tentative Pension Plan for New 
York Banks Outlined 


The tentative group pension plan for 
banks in New York State, as announced 
June 10 at the convention of the. New 
York State Bankers Association, con- 
tains the following provisions: 


1. The plan to be available to employees 
only after one year of service. 

2. Retirement at age sixty-five for men 
and age sixty for women. 

. A pension of 1 per cent. of average 
salary times years of service for past 
service plus 14% per cent of actual sal- 
ary times years of service for future 
service. 

. Payment of accrued liability for past 
service by employer upon adoption of 
the plan, or the amortization of such 
accrued liability over a period of years. 

. The plan to provide a fixed basic rate 
of contribution by the employee. 

. At the option of the participating bank 
the plan may include death benefits and 
disability benefits. 

. The contribution of the banks for ac- 
crued liability for past service to de- 
pend on age and length of service of 
individual employees. 

. The employee to have the right, in the 
event of resignation or dismissal, to 
withdraw his contributions with interest 
at a guaranteed rate or to purchase a 
deferred annuity with his contributions 
plus interest at a guaranteed rate. 

. The employee, if he resigns or is dis- 
missed after five years’ service, to have 
the right to convert the bank’s contribu- 
tions into a deferred annuity. 

. In the event of resignation or dismissal 
before five years’ service, the bank to 
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have the right to withdraw its contribu- 
tions without interest. 

. The underwriters to administer the 
plan in every respect, including the col- 
lection of premiums from participating 
banks. 

. In consideration of the association’s 
agreeing to sponsor the plan, and rec- 
ommend that members participate in it, 
the underwriters to agree not to solicit 
business under the plan. 


The committee has submitted these speci- 
fications to several leading underwriters in 
the annuity field and is awaiting their 
recommendations and rates. 

“In the meantime,’ the committee re- 
ported, “from our observation of similar 
plans and from our discussion with repre- 
sentatives of underwriters, we believe that 
it is safe to say that, except for unusual 
cases, the rate of contribution to be paid 
by the employee will not exceed 4 per cent. 
of annual salary, and the rate of contribu- . 
tion by the bank in most cases will not 
exceed 6 per cent., which rate includes the 
bank’s contribution for future service as 
well as the cost of amortizing the accrued 
liability for past service. It should be noted, 
however, that this latter rate of 6 per cent. 
is necessarily a variable factor, depending 
upon the age and length of service of the 
employees in each bank. 

“Your committee will continue its study 
during the summer, giving consideration not 
only to perfecting the plan outlined above 
but also to whatever effect current pro- 
posals on social security now before Con- 
gress may have upon any such plan. We 
hope that by next September we will be 
prepared to submit to you a clear cut sim- 
ple plan for your consideration with the 
hope that a large number of banks in the 
state will participate in it.” 

The committee submitting the report con- 
sisted of H. H. Griswold, chairman, presi- 
dent, First National Bank & Trust Co., 
Elmira, N. Y.; J. Stewart Baker, chairman 
of board, Bank of the Manhattan Co., New 
York Citv; George F. Bates, vice-president, 
Marine Trust Company, Buffalo, N. Y.; 
Dave H. Morris, Jr., vice-president, Bank 
of New York & Trust Co., New York City, 
and David C. Warner, president, Endicott 
Trust Company, Endicott, N. Y. 


“Taxation seems to be the art of 
obtaining the most feathers with the 
least squawks.” 

Excerpt from report of Armitt H. Coate, Secre- 


tary, New Jersey Bankers Association, sub- 
mitted at the recent convention. 





* Bigs rae. 
ee essa Sere 
: bX oy ‘fs 
On ae er eee 
@| gaceg 8 ~. » Va 
Fenaee. ity, SEE 
#4 
a occe * Meo. 
‘Try wu 


J aaro ee =| 


~ 


FIDELITY~ PHILADELPHIA 
TRUST COMPANY 


Organized 1866 


135 South Broad Street 
325 Chestnut Street 6324 Woodland Avenue 
PHILADELPHIA 




















PROPOSALS FOR UNIFORM TRUST ACT 


Comparisons of Report of Committee on Trust Acts of American Law Institute 


and Suggestions by Committee onFiduciary Legislation of TrustDivision,A.B.A. 


Editor’s Note: The Provisions set forth by the Trust Divi- 
sion committee are informal recommendations of points which 


it considered desirable of inclusion in any uniform trust act 
which might be drafted by the committee of the American Law 
Institute. The Law Institute committee’s report, which con- 
tains numerous citations on the leading controversial legal ques- 
tions, is to be submitted to the National Conference of Com- 
missioners on Uniform State Laws at the July meeting in Los 
Angeles, and has not been acted on as yet by the American 


Bar Association. 


Report of American Law Institute 
Committee 


“A corporate trustee engaged in the bank- 
ing business may deposit trust funds which 
are being held necessarily pending invest- 
ment, distribution or to pay debts, in its 
own banking department, provided it pays 
into the trust for such deposit the same rate 
of interest it pays for other similar deposits, 
and maintains as security for such deposit 
a separate fund consisting of securities 
legal for trust investments which have at 
all times during the deposit a total market 
value equal to the amount of the deposit. 
But no such security shall be required if 
the deposit is guaranteed by any State or 
Federal law. 

“The separate fund of securities shall be 
marked as such. Withdrawals from or addi- 
tions to it may be made from time to time, 
as long as the required value is maintained. 
The income of such securities shall belong 
to the corporate fiduciary. In all statements 
of its financial condition, published or de- 
livered to (the state banking department), 
such corporate fiduciary shall show as sep- 
arate items the amount of trust funds which 
it has deposited with itself and the amount 
of securities which it holds as security for 
the payment of such deposits.” 

A footnote states that “the custom is so 
extraordinarily convenient that it seems 


desirable to sanction it, with some restric- 
tions,” and that recent decisions and legis- 
lation have tended in this direction. 








Corporate Trustee Depositing Trust Funds With Self 
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Suggestions of Trust Division 
Committee 


“Funds received or held in the trust de- 
partment of a trust company awaiting in- 
vestment or distribution may be deposited in 
the banking department of the trust com- 
pany to the credit of the trust department, 
provided that the trust company first de- 
livers to the trust department as collateral 
security: 1. Bonds, notes or certificates of 
indebtedness of the United States; 2. other 
readily marketable securities of the classes 
in which such trust companies are author- 
ized or permitted to invest trust funds under 
the laws of this State; or 3. other readily 
marketable securities acceptable to the 
Banking Commission. The United States 
bonds or other securities so deposited as 
collateral shall be owned by the trust com- 
pany and shall at all times be at least equal 
in market value to the amount of the trust 
funds so deposited in the banking depart- 
ment.” 

A footnote states that this “is suggested 
as applicable only in those states where 
deposit of Uninvested Trust Funds is not 
given a preference over other bank deposits 
by statute. In those states where deposits 
are so protected by priority, the deposit of 
securities for their further protection would 
be unnecessary”; and suggests amendment 
of above—enumerated types of securities to 
conform to existing state laws. 
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Holding Securities in Name of Nominee; Designation of Account 


“A trustee owning corporate stock which 
is listed on a stock exchange may hold it in 
his own name or in the name of a nominee, 
without mention of the trust in the stock 
certificate or stock registration book; pro- 
vided that (1) the trust records and all 
reports or accounts rendered by the trustee 
clearly show the ownership of the stock by 
the trust and the facts regarding its hold- 
ing; (2) the nominee shall deposit with the 
trustee a signed statement showing the trust 
ownership; (3) if the stock is held in the 
name of a nominee such nominee shall not 
have possession of the stock certificate or 
access thereto except under the immediate 
supervision of the trustee. The trustee shall 
be personally liable for any act of a nominee 
in whose name trust stock is held.” 

The footnote cites stock exchange regula- 
tions as imposing obstacles to quick trans- 
fer of fiduciary-held stock and suggests the 
above section “for the purpose of saving 
trustees time and expense in selling such 
stock—.” 


“All bonds, warrants, notes, mortgages, 
mortgage participations, debts, stocks and 
other securities of every nature held by its 
trust department shall indicate the trust ac- 
count of which such securities are a part; 
provided that a trust company owning stock 
or shares may hold it in its own name or in 
the name of a nominee, without mention of 
the trust account in the certificate or regis- 
tration book; provided further, however, that 
(1) the trust records and all reports or ac- 
counts rendered by the trust company clearly 
show the ownership by the trust account and 
the facts regarding its holding; (2) if the 
stock or shares is held in the name of a 
nominee, such nominee shall not have pos- 
session thereof or access thereto except un- 
der the immediate supervision of the trust 
company. The trust company shall be per- 
sonally liable for any act of a nominee in 
whose name such stock or shares is held.” 


Joint Trust Investment Fund 


“A corporate trustee may acquire with 
trust funds, and set apart as a joint trust 
investment fund, securities legal for trust 
investments, and allot.to any trust being 
administered by it a share in such fund; 
provided that (1) such securities are kept 
separate from all other trust or corporate 
property; (2) such securities are clearly 
marked as the property of the joint trust 
investment fund; (3) the records, reports 
and accounts of each trust having an in- 
terest in such fund clearly show the extent 
of such interests; (4) the corporate trustee 
itself has no interest in such fund; (5) no 
share in such fund shall be allotted to a 
trust if the settlor has in the trust instru- 
ment expressly forbidden such allotment or 
investment of his trust fund in securities 
held by the joint fund; (6) certificates of 
interest shall be issued to each trust the 
funds of which are invested in such joint 
funds; (7) the certificates of interest in 
such joint investment fund shall be retained 
by the trustee and not sold to persons not 
parties to the trust or to any other trust 
interested in the joint investment fund or 
delivered to the beneficiaries. On the termi- 
nation of a trust interested in the joint in- 
vestment fund the trustee shall pay to the 
settlor, the beneficiaries, or the remainder- 
men then entitled to the trust capital the 


then market value of interest of the trust in’ 


the joint investment fund.”* 


“A trust company may acquire with trust 
funds and set apart as a joint trust invest- 
ment fund, securities legal for trust invest- 
ments, and allot to any trust being adminis- 
tered by it a share in such fund, provided 
that (1) such securities are kept separate 
from all other trust or corporate property; 
(2) such securities are clearly identified as 
the property of the joint trust investment 
fund; (3) the records, reports, and accounts 
of each trust account having an interest in 
such fund clearly show the extent of such 
interests; (4) the trust company itself has 
no interest in such fund; (5) no share in 
such fund shall be allotted to a trust 
account if the settlor thereof has in the 
trust instrument expressly forbidden such 
allotment.” 


* The footnote to the Law Institute Committee re- 
port states ‘“‘Due to the practical difficulties in invest- 
ing trust funds in separate securities, especially in the 
case of small amounts, and for the purpose of diversi- 
fication of risk, the plan suggested by this section has 
met with some favor. .. .” 
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Loans to Officers or Directors—Investment in Own Stock 


“No corporate fiduciary shall lend any 
trust funds to any officer or employee of 
itself or of an affiliated or subsidiary cor- 
poration.” 

“No corporate fiduciary shall purchase for 
a trust stock in such fiduciary, or in an 
affiliated or subsidiary corporation.” 

(Note: The Law Institute committee fur- 
ther provides clauses to clarify the rule 
against self-purchase or self-sale by cor- 
porate trustee for its trust accounts, includ- 
ing affiliated corporations, allowing for joint 
trust investment funds by providing: “But 
a corporate fiduciary as trustee of one trust 
may sell property to itself as trustee of an- 
other trust.’’) 


“A trust company shall not invest any 
funds held by it in a fiduciary capacity in 
a loan to any of its directors, officers, or 
employees, nor shall any securities be 
bought from or sold to any director, officer, 
or employee. No trust funds shall be in- 
vested in the stock of the trust company 
administering the trust account, where 
specifically directed, or except where it is 
necessary to protect an indebtedness to the 
account secured by the said stock, nor shall 
any money be loaned with the stock of the 
trust company as collateral security there- 
for. A trust company, unless expressly 
authorized or directed, shall not retain as 
an asset of a trust account shares of its 
own capital stock for a period longer than 
two years from the date of receiving the 
same, but shall, within such period, sell the 
same at the best price obtainable at the 
time of said sale. Provided, however, that 
this time limit may be extended by order of 
court having jurisdiction, upon a showing 
that such extension would appear to be for 
the best interest of the trust accounts.” 


Powers of Successor or Surviving Trustee 


“Unless the trust instrument or a court 
decree expressly prescribes otherwise, all 


powers of a trustee shall be attached to the 
office and shall not be personal. Powers 
attached to the office of a trustee may be 
exercised by a surviving or _ successor 
trustee.” 

A footnote, referring to the considerable 
litigation over this point, states: “Since it 
is believed that most settlors intend powers 
to be non-personal in most cases, and since 
powers attached to the office greatly facili- 
tate trust administration, the above rule 
is suggested.” 


Provision is made that a trust company 
shall, by operation of law and without fur- 
ther transfer or action, unless contrary to 
the trust instrument, “become subrogated 
and shall succeed to all the rights, obliga- 
tions and relations” of a trust company to 
whose business it has succeeded through 
purchase, conversion or consolidation. Fur- 
ther recitations provide that sale, conver- 
sion or consolidation shall not affect revoca- 
tion of letters testamentary or of adminis- 
tration or guardianship, that the successor 
trust company shall succeed to appointments 
theretofore or thereafter made by court 
order, will or trust instruments of the 
former company, under similar rights and 
obligations. 


Various Provisions not covered by both Committees: 


Coupon, Salary and Dividend Accounts 


“Whenever a bank account shall be created 
exclusively for the purpose of paying divi- 
dends, bond coupons, salaries, wages, or 
pensions, due or not due, and the depositor 
at the time of the deposit does not expressly 
otherwise declare, the depositor shall be 
deemed a trustee of such account for the 
creditors to be paid by such account.” 

A footnote states the objective to be re- 
moval of inconsistency between treatment of 
coupon and dividend accounts. 


Charter and Title 


“No corporation shall use as a part of its 
corporate name the words ‘trust’ or ‘fiduci- 
ary’ unless it shall have duly qualified under 
this act to exercise trust powers.” 

“No charter or permit shall hereafter be 
issued authorizing a corporation to become 
a trust company until first the Banking 
Commission has found as a fact and so cer- 
tified to the Secretary of State that: 

a.In its opinion there is sufficient trust 

business within the company’s natural 
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Voting by Proxy 

“A trustee holding corporate stock may 
vote the stock by proxy, provided the trustee 
uses reasonable care in directing the holder 
of the proxy how to vote the stock.” 

That a proxy may be urged as delegation 
of authority is considered in the footnote, 
which however calls such action “practically 
necessary.” 


Powers Exercisable by Majority 
“Unless the trust instrument or a court 
decree expressly prescribes otherwise, any 
power vested in three or more trustees may 
be exercised by a majority of trustees; but 
no trustee who has not joined in exercising 
a power shall be liable to the beneficiaries 
for the consequences of such exercise.” 
The notation states that the old rule that 
powers are held jointly is not now believed 
necessary or convenient. 


Contracts of Trustee 


By the terms of this section the trustee 
would be made a juristic person, permitting 
action against him on proper contracts, 
judgments being collectible by execution out 
of trust property, relieving cestuis from 


being parties unless they so desire. 


Other Provisions 


Section 14 provides protection of trustee 
incurring personal tort liability by the 
trust, for paid claims, or exoneration for 
unpaid, if not guilty of personal fault or 
where tort was a usual incident to the par- 
ticular business administered. Section 15 
provides for collection by tort creditor from 
trust property, under similar qualifications. 

Section 16 would change the rule of 
“first in, first out” as applied to withdrawals 
from mixed trust cash, by apportionment to 
each. 

Section 17 would require return of realty 
by trustee under unenforceable oral trust 
created by deed. 

It is further provided that compliance 
with requirements of this act may be 
waived by trustor, by court or by competent 
beneficiaries. 


area to justify proper personnel and 
equipment. 


. The proposed management of the com- 
pany has the character and ability to 
discharge the responsibility of a fidu- 
ciary. 

.The paid-in and unimpaired capital 
stock of the company is not less than 
$200,000, and is sufficient properly to 
protect the probable volume of trust 
business which its natural area may 
provide. 


Powers 


General powers of trust companies com- 
plying with provisions of this statute are 
recited, as are those incident to the various 
fiduciary capacities. 


Separate Trust Department 


This section provides for segregation of 
properties and securities, other than money, 
held by a trust department from those 
otherwise held by the trust company. Sep- 
arate accounts are also required. 


Other Provisions 


The committee gives detailed definitions 
pertaining to the act, provision is included 
that compliance with the act be in lieu of 
bond or pledge of securities for proper per- 
formance; that investments “be made, re- 
tained or sold upon the authority of a Trust 
or Investment committee, or subcommittee— 
appointed by the Board of Directors—”; that 
no profit accrue to a trust company (except 
interest at legal rate on advances) from 
purchases or sales for trust accounts. 

A statement is included regarding ade- 
quate compensation, and detailed procedure 
is outlined for trust properties of failed or 
liquidating trust companies. 





WOULD RESTRICT ENTRY INTO TRUST FIELD 


Harold Eckhart Suggests Board of Examiners to Pass on Fitness of Personnel — 


Criticizes Elaborate Trust Examinations 


company be permitted to enter the 

trust business until it has demon- 
strated before a Board of Examiners the 
fitness of its personnel to conduct such 
a department properly was made by 
Harold Eckhart, Vice President and Sec- 
retary of the Harris Trust and Savings 
Bank, Chicago, in an address delivered 
June 5 at the convention of the Iowa 
Bankers Association, held at Des Moines, 
Iowa. 

After reviewing some of the outstand- 
ing developments in the trust field during 
the last twenty years, Mr. Eckhart said: 

“Looking forward now to the next few 
years, I believe that one of the most im- 
portant problems we have before us is 
the restoration of the confidence of the 
public which we enjoyed prior to the dis- 
turbed business conditions of the past 
few years. As I have stated, most of the 
unfavorable publicity regarding the ad- 
ministration of the trust business came 
from the fact that there were some insti- 
tutions improperly equipped to give good 
administration. On the other hand, there 
have been comparatively few cases where 
a well equipped institution has been 
guilty of lax trust administration. I do 
not mean to suggest that we can accom- 
plish our task in this respect by going up 
and down the land and proclaiming how 
good we are. The task will be accom- 
plished only through handling to the very 
best of our ability that business which 
we now have and that which is coming 
to us. To put it in another way, actions 
and not words are what will count. 


GS eomany be that no bank or trust 


Confident of Substantial Growth 


“The need for trust service has been 
well established and with the increasing 
difficulties of making investments and 
complying with the numerous laws, tax 
and otherwise, which surround the hand- 
ling of property, the demand for trust 
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service in the future will be even greater 
than in the past. Therefore, I think we 
can look with confidence for a substantial 
growth in our business, if we will make 
use of the lessons of the past and im- 
prove the quality of our services where- 
ever that is feasible. 

“It is probable that we may see some 
change in the character of the trust busi- 
ness as it relates to the estates of indi- 
viduals, in that through the various 
efforts to distribute wealth, and particu- 
larly through burdensome taxation, the 
size of estates may be reduced. However, | 
regardless of what may take place in this 
respect, trust men all over the country 
have been giving considerable thought 
and study to the devising of plans for 
handling the smaller estates, and thereby 
making trust services available to more 
people. 

“Because of the care with which trust 
funds must be handled, and because of 
the desirability of diversification in in- 
vestments, the cost of handling the 
smaller accounts has been out of line 
with the ability of those accounts to pay 
commensurate fees. The means, which up 
to this time has seemed the most feasible 
to meet this condition, are the so-called 
‘consolidated funds.’ In recent years, 
there has been considerable discussion 
of the use of consolidated, or as they are 
sometimes called, commingled or common 
funds, and therefore I assume that the 
trust men here are familiar with their 
general characteristics. However, as 
there may be some present who may not 
know the setup of such funds, I may say 
that those funds which have been used 
have been operated much like investment 
trusts and units therein have been used 
as investments for trust funds to a lim- 
ited extent where the trust instruments 
have specifically provided for investments 
of that kind. The use of these funds, 
however, has been hampered by taxation 
problems and by the law which does not 
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permit the commingling of trust funds. 
Therefore, if some such method as the 
consolidated fund is to be generally in- 
augurated, changes in state and national 
laws will be required to simplify the tax 
status of such funds, and also to permit 
with proper safeguards the investment 
of trust funds in such consolidated funds. 

“However desirable such consolidated 
funds may be, they should be used with 
caution, and in the case of larger trusts, 
it would seem that they should be used 
merely to supplement other forms of in- 
vestment and then only to a limited 
extent. 

“Experience has taught us that an 
exchange of ideas among trust men is 
highly desirable in working out improved 
methods for the administration of trust 
funds and reducing wherever possible the 
cost of such administration. 


Practical Value of Local Associations 


“Without doubt, the most effective co- 
operation has come through the various 
fiduciary associations. It accordingly is 
important that earnest and continued 
efforts be made in organizing and main- 
taining local corporate fiduciary associa- 
tions. Wherever it is feasible, city asso- 
ciations should be formed and where it 
is necessary to take in more territory, 
county and state associations should be 
formed. The members of those associa- 
tions should then provide for reasonably 
frequent general meetings, and more fre- 
quent meetings of the important com- 
mittees. One of the primary objectives of 
a fiduciary association should be the 
working out of a uniform fee schedule 
based upon the experience of the trust 
companies in its locality. It is desirable 
that a uniform fee schedule establish 
minimum fees for the various classes of 
trust service with the understanding that 
where unusual work or responsibility is 
incurred, a correspondingly higher fee 
should be charged. 

“Where uniform fee schedules have 
been in effect, the experience has been 
that the trust companies not only are 
enabled to charge adequate fees, but the 
customers are also much better satisfied 
as they know it is unnecessary to shop 
around for possible variations in fees, 
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and that they are being charged the same 
rate as the other customers for like serv- 
ices. The importance of this feeling on 
the part of customers and prospects is 
difficult to overstate, because we all know 
that a person is unhappy if he has reason 
to believe someone may be obtaining 
service at lower rates than he is. The 
establishment of a satisfactory schedule 
of fees is not alone sufficient, because it 
is useful only to the extent that it is 
observed by the trust companies affected 
thereby. We all know that good service 
can be rendered only so long as the trust 
company is properly compensated for its 
work and responsibility, and it is there- 
fore just as much to the interest of the 
customers as it is to the interest of the 
trust companies that reasonable and ade- 
quate fees be paid for trust service. 

“Corporate fiduciary associations also 
provide a most satisfactory means of 
promoting greater efficiency in the hand- 
ling of trust business, in that compari- 
sons may be made as to systems of 
accounting and record keeping in their 
various phases. 

“Furthermore, the associations also 
furnish one of the best means of guard- 
ing against unwarranted interference 
with the proper functions of the trust 
companies. We all know of instances 
where legislation inimical to the interests 
of the trust companies and their cus- 
tomers has been introduced, and where it 
can be counteracted only by prompt and 
concerted action. On the other hand, 
legislation looking to the improvement 
of the administration of trusts has been 
proposed by trust companies acting to- 
gether. 

“We are all familiar with the excellent 
work the Trust Division of the American 
Bankers Association is doing to improve 
the character of trust service, and that 
work can be very effectively supple- 
mented through local corporate fiduciary 
associations. 


Relationship With Other Groups 


“Another matter which should engage 
the earnest attention of trust men is the 
relationship of trust companies with the 
Bar. Unfortunately, in the past, there 
have been cases where some trust com- 
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panies have, in their desire to obtain 
business, and perhaps in some instances 
through failure to distinguish between 
the proper functions of a trust company 
and the proper functions of the Bar, un- 
dertaken to perform work which should 
be done by attorneys. However, in most 
localities where such a condition has 
existed, particularly where there have 
been active fiduciary associations, the 
trust men and the lawyers have succeeded 
in coming to an understanding as to 
what functions properly belong to the 
trust companies and what functions 
properly belong to the attorneys. Where- 
ever this has been done, there has been 
formed a basis for cooperation among 
the trust companies and the lawyers, 
with the result that as time goes on the 
trust companies will have the increasing 
good will of the Bar. 

“Most lawyers, I believe, prefer to 
occupy themselves with duties closely re- 
lated to the practice of law, rather than 
to engage in the work of executors and 


trustees, and if they are convinced that 
the trust companies in their respective 
localities are willing to confine them- 
selves to activities primarily relating to 
the business side of handling estates and 
trusts, and leave the legal work for the 
lawyers, then the lawyers will prefer to 
work with the trust companies in the 
handling of estates and trusts. 

“At the meeting of the Executive Com- 
mittee of the Trust Division of the 
American Bankers Association held at 
Augusta, Ga., in April, consideration was 
given to the tendency which seems to 
exist in some localities for trust institu- 
tions, when the services of legal counsel 
are needed in connection with the admin- 
istration of estates and personal trusts, 
to use their own counsel or a limited 
group of lawyers exclusively. The execu- 
tive committee believes that this prac- 
tice is prejudicial to the maintenance of 
friendly relations with the Bar and ac- 
cordingly instructed President Little to 
send to all members of the division a 





644 


copy of a letter! approved by the com- 
mittee and setting forth the committee’s 
views on this subject. Most of you, no 
doubt, have seen that letter which, as you 
observed, calls attention to that part of 
the statement of principles of trust ‘in- 
stitutions covering relations with the 
Bar. 


“Cooperation with life underwriters 
also is highly desirable, both from the 
viewpoint of the trust companies and 
insurance men on the one hand and their 
customers on the other. There are many 
instances where the optional settlements 
offered by the insurance companies are 
adequate to take care of the dependents 
of the insured, and trust men therefore 
should not hesitate to recommend such 
settlements where those settlements fill 
the needs. The better informed life un- 
derwriters on the other hand, recognize 
that in many cases more flexibility is 
required than is possible under the op- 
tional settlements, and are therefore glad 
to suggest the use of a life insurance 
trust. 


“In the past there have been instances 
where a trust company has undertaken 
to cooperate with a certain life under- 
writer or with a comparatively small 
group. Such an arrangement, I believe, 
is a mistake in that there naturally have 
been outside of such a group responsible 
and well-informed underwriters. It is 
much more desirable and effective if any 
underwriter of good standing can feel 
free to call upon the trust officers in his 
locality to work out plans for their mu- 
tual customers. 


Elaborate Trust Examinations Unnecessary 
and Unjust 


“The shortcomings of those trust com- 
panies which were not equipped to ad- 
minister trust business properly and 
those comparatively few better equipped 
trust companies which failed to observe 
all of the requirements placed upon 
trustees, have caused a certain amount of 
unfavorable comment and publicity. This 
condition has no doubt been considerably 


1The text of this letter was published in TRUST 
Companies Magazine, May, 1935, page 518. 
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aggravated by the general attack which 
has been made upon financial institu- 
tions of all kinds. Whenever any condi- 
tion arises which appears unsatisfac- 
tory, we Americans usually cry out, 
‘There ought to be a law against that.’ 
An attempt, accordingly, has been made 
to reform the trust business along with 
practically every other kind of business 
by inaugurating on the part of the fed- 
eral government an extremely compre- 
hensive and detailed system of examina- 
tions of trust departments. 


“Like most attempts to correct unsat- 
isfactory conditions, heavy burdens are 
placed upon the large majority of trust 
companies which have been capable and 
conscientious in the conduct of their 
business, as well as upon the small 


minority which was responsible for the 
improper handling of trust funds. 
“There are two serious objections to 
such a program. In the first place, it is 
not possible to make competent trustees 
out of incompetent trustees by imposing 
restrictions and examinatiuns upon them. 


In the second place, a.very serious in- 
crease in the cost of doing trust business 
will result for the majority of the trust 
institutions which have handled their 
business conscientiously and efficiently. 
The margin of profit in the operation of 
a trust department is not sufficient to 
absorb the additional cost of doing busi- 
ness entailed by these elaborate examina- 
tions, and therefore, a large part of the 
additional burden must be passed on to 
the customers by way of increased fees. 
It is not only unfair to the customers to 
pass on to them unwarranted expenses, 
but there is a limit to what trust cus- 
tomers will pay for service, and if fees 
are generally increased, we can only ex- 
pect that the demand for trust service 
will decrease. 


“By no means do I want to be under- 
stood as saying there should not be some 
reasonable state or federal supervision 
of trust companies. It is generally con- 
ceded, I believe, that trust companies 
welcome all reasonable plans of either 
state or national governments to improve 
the character of the service rendered by 
them. However, examinations should be 
effective, and in order to be effective, 
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they must be simple enough to go direct- 
ly to the important matters, and conse- 
quently, there must be some rational 
limit to their scope. If the trust com- 
panies and banks operating trust depart- 
ments fail to call attention to the effect 
of governmental supervision and exam- 
inations which go beyond reasonable 
limits, they are not performing their full 
obligations to their customers and pros- 
pective customers, and may expect to 
have their activities so circumscribed and 
their costs so increased that the trust 
business will seriously suffer. 


More Requirements For Entering Trust 
Business Suggested 


“The blame for such unsatisfactory 
conditions as there have been and now 
exist in the trust business should be 
placed almost entirely upon the lack of 
proper requirements for engaging in that 
business. It has been possible for almost 
any bank or any newly organized trust 
company to engage in the trust business 
without in any way showing that it is 
competent to do so. It would seem only 
sensible that the most logical way to cor- 
rect such unsatisfactory conditions as 
have arisen in the past is by requiring 
that any bank or trust company shall 
furnish reasonable evidence of its ability 
to handle the administration of trusts 
before being permitted to engage therein. 

“As we know, the proper handling of 
trust accounts involves not only a 
thorough knowledge of the duties and 
responsibilities of a trustee, but also a 
knowledge of investments and account- 
ing. Moreover, it involves the rendering 
of a personal service and because of the 
intricate nature and importance of the 
work performed by trust men, their rela- 
tion to the public may well be compared 
with that of accountants and lawyers. 
Therefore, if it is thought necessary to 
have lawyers and accountants pass rigor- 
ous examinations before they may be 
permitted to embark upon their careers, 
why allow men to enter the trust busi- 
ness without any such requirement? 

“Tt seems to me, therefore, that in- 
stead of undertaking to secure competent 
trust administration by elaborate and 
expensive examinations, it would be far 
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better for the several states to require 
that no bank or trust company should be 
permitted to enter the trust business 
without first evidencing its ability to do 
so. If such an institution expects to start 
out in a very modest way, and I fully 
realize that will be the circumstance 
under which many institutions will enter 
the business, then the small personnel 
which is to have charge of the adminis- 
tration of trusts should be well enough 
informed in all of the phases of the busi- 
ness to insure the proper handling 
thereof. 

“If, on the other hand, the start is to 
be made with a larger personnel, then 
that personnel in the aggregate should 
likewise be able to show that it is in a 
position to handle the administration of 
trusts properly. That is to say, some one 
or more of the personnel may be experi- 
enced in investments, others in account- 
ing, and some thoroughly familiar with 
the responsibilities and duties of trustees. 

“The necessary examinations could be 
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conducted by a Board of Examiners sim- 
ilar to the boards which conduct exam- 
inations for lawyers and for public 
accountants. 

“In addition to requiring that new 
trust institutions shall have a properly 
trained personnel, it would also seem 
highly desirable that careful considera- 
‘tion be given to the probability of the 
existence of sufficient trust business in 
the locality to warrant an institution 
beginning its career. This would apply 
particularly in the less populous portions 
of the country. 

“The suggestions I have just made 
covering restrictions upon the establish- 
ment of new trust institutions may pos- 
sibly be understood as an attempt to 
restrict the field to those institutions 
now in existence, but I assure you they 
are solely with a view to improving the 
character of the trust business. The trust 
field has been nowhere near fully de- 
veloped and therefore there is ample 
additional business to be had. This, I 
believe, is particularly true if the char- 
acter of the service rendered is improved 


and proper steps are taken to guard 
against injury to the reputation of the 
business by a small minority of incompe- 
tent institutions. 


Cost Analysis Essential in Fixing Proper 
Fee Schedules 


“In line with the general desire to 
improve our service wherever possible, 
serious consideration should be given to 
the cost of handling the various classes 
of accounts to the end that adequate fees 
may be charged for them respectively. In 
the earlier history of the development of 
trust institutions, there was naturally a 
lack of experience to guide us in the 
fixing of fees. Now, however we have 
had an opportunity of figuring costs over 
a period of years, and many of the banks 
and trust companies for some years have 
been keeping careful records of their 
costs. It is not sufficient that a trust in- 
stitution should be satisfied that its 
profits in the aggregate are adequate 
because upon analysis, it ha been found 
that some classes of accounts have been 
charged a rate higher than is necessary 
and other classes of accounts have been 


handled at a loss. The keeping of accur- 
ate cost accounts not only protects the 
institution from doing business at a loss, 
but also makes for greater equity as 
between trust customers. 

“It is important that we should always 
keep in mind that we can continue to 
render good service only so long as we 
receive compensation which will enable 
us to maintain proper personnels and 
equipment, and realize a reasonable 
profit. Furthermore, in fixing fees for 
the various kinds of trust accounts, con- 
sideration should be given to the respons- 
ibility involved, as well as to the actual 
costs of handling the accounts. 

“From the observations I have made, I 
believe that the trust business is well 
over its difficulties arising out of the past 
several years, except of course the prob- 
lem of investments. So long as business 
conditions remain as they are, we can 
naturally expect to have real problems in 
investing trust funds safely and at satis- 
factory returns of income. This condition 
obviously is beyond our control and all 
that we can do in that respect is to cope 
with it to the best of our ability. 

“If we will take heed of the experi- 
ence of the past few years and will en- 
deavor to improve the character of our 
services wherever possible, I believe we 
can look forward with reasonable op- 
timism to the future of the trust busi- 
ness. Among the things we should have 
learned is that we should approach with 
some caution new kinds of accounts and 
make certain before accepting them on 
a large scale that they are likely to be 
of a permanent nature and capable of 
allowing a reasonable profit for their 
administration. 

“A consideration of the future of the 
trust business should not be concluded 
without a reference to the Statement of 
Principles of Trust Institutions which 
was formulated a few years ago by the 
Executive Committee of the Trust Divi- 
sion of the American Bankers Associa- 
tion. That statement sometimes has been 
referred to fittingly as a code of ethics 
of the trust business. If we will con- 
stantly keep in mind that statement of 
principles, we will have done much to 
insure the success of the trust business 
in the future.” 
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SUPERVISION OF TRUST INVESTMENTS 


Frank M. Perley Describes Methods Adopted By American Security and 
Trust Company After Studying Systems Used in Various Trust Departments 


ments” was the topic discussed by 
Frank M. Perley, Trust Invest- 
ment Officer, American Security & Trust 
Company, Washington, D. C., before the 
convention of the District of Columbia 
_— Association, held in Hot Springs, 

a. 

After a general outline of the prob- 
lems involved, Mr. Perley said: 

“There is no set procedure that can be 
outlined for the review of all individual 
issues, but it is a job of securing as 
much information as possible, and in 
each case, varying the form of analysis 
made according to the characteristics of 
each investment. Likewise, there is no 
system that will meet the needs of all 
trustees. In each case, the type of system 
to be used depends upon the number of 
individual issues, as well as accounts that 
must be reviewed. 

“After studying the systems used in 
various trust departments, we have dur- 
ing recent years made changes in our 
Investment Unit and I have been asked 
to give you a little information as to the 
manner in which we operate. 


G nee of Trust Invest- 


Outline of Procedure 


“First, an index file is maintained con- 
sisting of a separate card for each indi- 
vidual security issue and this is divided 
according to various classifications into 
units such as railroads, public utilities, 
industrials, banks, finance and insurance 
companies and other smaller groups. The 
cards in each of these units are again 
subdivided into three groups based upon 
the investment ratings, the first group 
consisting of issues rated in the ‘A’s’ or 
highest grade; the second group those 
issues of second grade, or rated in the 
‘B’s’, and a third section containing more 
speculative issues rated in the ‘C’s’ and 
under which group are also included 
those securities not rated or listed by the 
investment services. 
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“In this way it is possible to give 
practically continuous supervision to the 
weaker securities so that they may be 
gradually replaced by investments of a 
better grade and the other groups are 
given such reviews as their investment 
grades make advisable. 

“By dividing all issues into units 
according to classification, it is possible 
to provide specialized types of reviews 
for each of the key industries such as 
Steel, Automobiles, and other groups. A 
file is also maintained by which it is pos- 
sible to quickly ascertain all of the issues 
of securities held of a particular railroad 
or public utility system. 

“In addition to this card index, which 
in fact serves more as a cross cheek in 
order to provide for systematic reviews, 
a folder is prepared for every company 
in which securities are held, and in these 
folders are maintained separate files for 
each individual issue. These folders 
necessarily contain a tremendous amount 
of detail information such as a complete 
record of fluctuations in market prices, 
earnings for past years, as well as all 
reports received, a complete record of 
correspondence and other miscellaneous 
items. 

“It is the policy of the Unit to first 
follow daily all of the information re- 
ceived from the various statistical serv- 
ices. Whenever an investment rating is 
reduced, unfavorable earnings reported, 
or any unsatisfactory information re- 
ceived, such issues are immediately fully 
reviewed and submitted in concise form 
to the Trust Investment Committee for 
consideration. 

“It has also been found advisable to 
communicate directly with every com- 
pany whose securities are held in order 
to secure from them direct a copy of 
their annual report, balance sheet and 
operating statement as well as such addi- 
tional information as is found to be 
necessary. 
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“If a security is rated by one of the 
investment services, and adequate infor- 
mation is found available there, the job 
of providing proper supervision is ma- 
terially facilitated. However, there are 
many issues that are not rated or re- 
ported in these services, and in such 
cases it is necessary to secure sufficient 
information upon which sound judgment 
can be exercised. In doing this, it has 
been found advisable to write direct to 
banks throughout the country, brokerage 
houses, as well as other miscellaneous 
sources. In order to simplify this work, a 
set of questionnaire forms have been pre- 
pared and found to be very helpful. In 
some cases the work of securing this 
necessary information becomes very in- 
volved. 


Illustration of Extreme Care Needed 


“As an extreme case of how far a 
trustee must go in safeguarding invest- 
ments, one of our estates is the largest 
stockholder of a certain small company 
about which no information is available 
in any of the usual sources. In this case, 
even though we do not hold a majority 
of the outstanding stock, we have found 
it advisable to send a representative to 
the offices of the Company on various 
occasions and have gone so far as to pro- 
vide for the installation of a more mod- 
ern set of bookkeeping. At the present 
time we are taking the initiative in prac- 
tically reorganizing the company in 
order to reduce its expenses and place it 
on a more profitable basis. 

“In addition to reviewing individual 
issues, it is also necessary to provide for 
the regular review of each separate trust 
account. Like, the reviews of individual 
issues, the weaker accounts require more 
attention than those of a higher grade. 
When a trust account is first received a 
complete analysis is immediately made 
and if there are any unsatisfactory se- 
curities held, these issues are continually 
watched until they have been gradually 
eliminated and the entire account placed 
in a satisfactory condition. The manner 
in which this is done, however, is most 
important, and must be determined by 
many factors. 
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“It is very difficult to detect funda- 
mental changes at their inception. This, 
however, must be done as far as possible. 
As an example of the changes that arise, 
it is reported that in December, 1929, 
there were approximately 800 issues 
listed as legal investments and trust 
funds in New York, not including Gov- 
ernment bonds. All of these issues had to 
meet very strict requirements and be of 
a high investment grade in order to be 
included in this group. Within a period 
of four years, 118 of these issues were 
dropped because they could no longer 
meet the legal requirements. In addition, 
many railroad issues were continued on 
this list by a temporary suspension of 
some of the former requirements. How- 
ever, it is interesting to note that on the 
other side more than 100 issues, not in- 
cluding Government securities, were 
added to this legal list during the same 
period. 

“The word ‘security’ as applied to an 
investment is in many cases not very 
appropriate, as the very essence of any 
investment involves some degree of risk. 
When a bond is purchased maturing 
many years in the future, it is humanly 
impossible for anyone to definitely pre- 
dict its ultimate soundness or in any way 
control its future market fluctuations. 
Experience has shown that many people 
have made the mistake of trying to pro- 
ject their own ideas too far into the 
future. This is shown by various provi- 
sions contained in many wills and trust 
agreements, and the unsatisfactory con- 
ditions that in many cases have resulted. 


Definite Authority to Supervise 


“In all cases of corporate fiduciaries 
there must be a group in which has been 
placed the authority to supervise invest- 
ments. In our case all of the work of the 
investment unit comes under the direct 
supervision of a Trust Investment Com- 
mittee. All analyses made of individual 
securities, as well as individual accounts, 
are presented in concise form to this 
committee and no action is taken except 
as directed by them. The committee con- 
sists of three members of the Board of 
Directors acting with our President. In 
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addition, our Trust Officer attends these 
meetings for the purpose of giving in- 
formation as to the legal problems and 
other circumstances involved in the vari- 
ous accounts, as well as participating in 
the general discussions. 

“I believe that some comment should 
be made concerning the new Securities 
and Exchange Commission started in 
Washington on the first of last Septem- 
ber with 20 people, and which now has 
around 525 employees in their main office 
and approximately 85 operating in the 
field. 

“This organization has been created 
by Congress in order to provide better 
protection to investors, to make avail- 
able to them more information concern- 
ing various companies and to standardize 
the forms of balance sheets and operat- 
ing statements. 

“The primary purpose of this Commis- 
sion is to cover the issues of new securi- 
ties and provide better control for issues 
listed on the various stock exchanges. 
They are, however, making definite 
moves to cover unlisted securities as 
well. 

“At the present time they are planning 
to start publication in the near future 
of a semi-monthly bulletin that will make 
available to the public a great deal of 
information that can only be obtained 
from the records that are being secured 
for their files. 

“The creation of this commission is a 
very constructive step for the protection 
of individual investors, and the informa- 
tion that is being secured by it will in 
the future be of material assistance to 
those whose duty it is to supervise trust 
investments. 

“As already stated, the manner in 
which individual securities and accounts 
may be best reviewed depends upon many 
factors such as the size and the various 
‘problems and policies of each institution. 

“The comments made merely give a 
few ideas as to how this work can be 
systematized and many changes and ex- 
ceptions have to be made in order to 
best serve individual cases. 

“It is necessary for a trustee to estab- 
lish some system for the adequate review 
of their trust investments, to give this 
subject unceasing study, and to have the 
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courage to revise former judgments 
whenever necessary.” 


Amortization of Mortgage Loans 
Urged by Julius S. Rippel 


Amortization of mortgage loans was 
strongly endorsed by Julius S. Rippel, . 
Chairman, Merchants & Newark Trust 
Company, Newark, N. J., in his address 
as retiring President of the New Jersey 
Bankers Association at their recent con- 
vention. 

“After the experience we have had in 
loans on mortgages,” Mr. Rippel said, “I 
feel that every effort should be made on 
future loans that careful attention be 
given to all the elements of appraisal and 
that every mortgage, regardless of the 
percentage of the loan, should be put on 
an amortized basis.” 


Statement on Insured Mortgages 


Under Foreclosure 

Under the National Housing Act, as 
recently amended by Congress, banks and 
other lending institutions holding mortgages 
insured by the Federal Housing Adminis- 
tration will get an uninterrupted return 
upon a defaulted mortgage from the start 
of foreclosure proceedings to the time the 
property is turned: over to the Federal 
Housing Administration, according to a 
statement issued this month by Stewart 
McDonald, Acting Federal Housing Admin- 
istrator. 

Approved mortgagees now receive in ex- 
change for foreclosed mortgages a deben- 
ture bond, guaranteed by the Government 
as to principal and interest, which includes 
not only unpaid principal, but also interest 
at the rate specified in the debenture bond 
for the period between the commencement 
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of foreclosure proceedings and delivery of 
the property to the administrator. 

Under the original act, the institution 
which held a mortgage insured by the Fed- 
eral Housing Administration was entitled to 
receive a debenture bond for the amount of 
the loan outstanding and a certificate of 
claim which included the interest on a de- 
faulted home mortgage from the time the 
mortgage became in default to the time of 
a transfer of the property to the Adminis- 
tration. 

Under the amended law, interest on the 
unpaid principal of the defaulted mortgage 
from the time that foreclosure proceedings 
are instituted to the time of delivery of the 
property to the administrator is included in 
the face amount of the debentures given to 
the holder of the mortgage. This interest is 
computed at the rate payable on the deben- 
ture bond. 

The procedure of the holder of a de- 
faulted mortgage under the original law 
was as follows: 

After the lending institution had deter- 
mined that foreclosure was necessary, it 
instituted foreclosure proceedings and upon 
obtaining possession of the property turned 
the mortgaged property over to the Federal 
Housing Administration. It then collected 
the mortgage insurance in the form of 
debenture bonds and a certificate of claim, 
payment of the latter being contingent upon 
the price finally realized from the sale of 
the property by the administrator. The 
debenture bonds were for the unpaid princi- 
pal of the mortgages, plus any payments 
made by the lending institution for taxes 
and insurance on the property. The cer- 
tificate of claim was to cover unpaid interest 
on the mortgage, foreclosure costs, etc. 

Under the law as amended, the general 
procedure remains the same, but provision 
is made to include umpaid interest in the 
face value of the debenture bonds rather 





than in the certificate of claim. In deter- 
mining the amount of the debenture bonds 
there is added to the unpaid principal of 
the mortgage not only the payments made 
by the lending institution for taxes and 
insurance on the property, but also the fol- 
lowing: 

“Interest on such unpaid principal from 
the date foreclosure proceedings were insti- 
tuted or the property was otherwise 
acquired as provided in this section to the 
date of such delivery at the rate provided 
for in the debentures issued to the mort- 
gagee, less any amount received on account 
of interest accruing on such unpaid princi- 
pal between such dates.” 

These debenture bonds, issued by the 
Federal Housing Administration in ex- 
change for insured mortgages which have 
been foreclosed, are guaranteed as_ to 
principal and interest by the United States 
if the mortgages were insured prior to July 
1, 1937. 


Residential Occupancy Improving 

Rapid disappearance of vacancies in resi- 
dential structures, particularly in single- 
family dwellings, is the most significant 
present feature of the rapidly changing real 
estate situation, the National Association of 
Real Estate Boards asserts in summarizing 
local reports on factors affecting the real 
estate market. 

The residential occupancy figure for 
Detroit is given as an outstanding instance 
of the change. This city, frequently cited in 
the earlier depression years for its heavy 
“overbuilding,” now reports’ residential 
vacancies of all types, including apartment 
units, as reduced to 2.6 per cent. This is the 
lowest vacancy figure in the history of the 
city, and with one exception probably the 
lowest vacancy figure recorded for a major 
American city since occupancy surveys have 
come into use. 





Personnel Changes in Trust Institutions 


ARIZONA 
Douglas—Financial control of the Bank 
of Douglas was recently secured by Frank 
Brophy, Arizona financier and _ business 
man, who succeeds James S. Douglas as 
president of the bank. 


CALIFORNIA 

Los Angeles—Bank of America has an- 
nounced the promotion of Edgar Skelton, 
formerly at Redondo Beach, to the position 
of assistant trust officer at the main office 
here. 

Los Angeles—J. B. Curran has been ap- 
pointed manager of Pacific-Palisades office 
of the California Bank, succeeding Fred 
Tichenor, who is now head of the Holly- 
wood branch escrow department. Mr. Cur- 
ran had been assistant manager at Santa 
Monica. 

Pasadena—Douglas Jay Torrey has been 
elected a trust officer of First Trust & 
Savings Bank. He was previously trust 
counsel for the bank, was formerly in the 
investment banking business in New York 
and Pennsylvania and later active in prop- 
erty management in Los Angeles. 


COLORADO 

Denver—Orville H. Dines, formerly vice- 
chairman of the board of United States 
National Bank, has been elected to succeed 
William A. Hover as chairman of the board. 
Mr. Hover was a founder and first presi- 
dent of the bank, from 1904 to 1908, and is 
relinquishing active duties here to reside 
in California. 


ILLINOIS 

Paris—Citizens National Bank has ad- 
vanced Claude Thomas from vice-president 
to president, and O. M. Smith, president of 
First National Bank, Hume, has been made 
vice-president to succeed the late Edward 
Levings. 

Chicago—Trueman Golightly, formerly 
senior Vice President of the old National 
Bank of the Republic and recently assistant 
general receiver for Illinois closed banks, 
is President of the newly-organized Madi- 
son-Crawford National Bank, scheduled to 
open next month. 


INDIANA 


Muncie—Merchants National Bank an- 
nounces the election of R. H. Myers, assis- 
tant to the president of both Merchants 
National and Merchants Trust & Savings 
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Bank, to vice-presidency of the Merchants 
National. 

Indianapolis — Ewing L. Cox, assistant 
secretary of the Indianapolis Clearing 
House Association, has resigned that post 
to become trust officer of Fidelity Trust 
Company. Mr. Cox had previously been 
associated with the First National Bank of 
Bloomington. Thomas Lanahan was ad- 
vanced to assistant treasurer of the trust 
company. 

Evansville—Robert D. Mathias has been 
elected to succeed the late Frank Wilson as 
vice president of Old National Bank in 
Evansville. Mr. Mathias has been executive 
vice president of First National Bank at 
Elkhart. 

MINNESOTA 

Duluth—George W. Ronald, Vice Presi- © 
dent of First & American National Bank 
of Duluth, has resigned to become asso- 
ciated with the Minneapolis Journal in the 
business department. 

MISSOURI 

Lexington — Lexington Savings Trust 
Company has promoted W. W. Barnett 
from assistant secretary-treasurer to secre- 
tary-treasurer. 

NEW JERSEY 

Princeton—First National Bank has ap- 
pointed John Prentiss Poe as assistant to 
President William Mathews. Mr. Poe was 
previously associated with the National 
City Bank of New York. 

NEW YORK 

New York—Bronx County Trust Com- 
pany announces the advancement of George 
W. Smith, trust officer, to the vice presi- 
dency. 

Rochester—George S. Van Schaick, form- 
erly Superintendent of Insurance of New 
York State, has been elected a director and 
member of the trust and executive com- 
mittees of Central Trust Company. 

New York City—Corporation Trust Com- 
pany has announced the election of Ray- 
mond Newman, formerly vice-president, as 
president of the company. He succeeds Ken- 
neth K. McLaren, who becomes chairman 
of the board of directors. At the same meet- 
ing William R. Watson was elected execu- 
tive vice-president. 

New York City—Bank of New York & 
Trust Company recently announced ap- 
pointment of John Shepley as an assistant 
secretary. 
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Herkimer—Arthur H. Jacks, formerly an 
official of Great Neck Trust Company, has 
become associated with First National Bank 
of Herkimer as a vice-president. 


OHIO 

Cleveland—Henry Pirtle and A. J. Perf- 
ler have been advanced to trust officerships 
and George C. Stewart and John A. Sheetz 
have been appointed assistant trust officers 
of Cleveland Trust Company. Mr. Pirtle 
has been with the company since 1919 
(since 1921 as assistant trust officer), hav- 
ing previously been associate editor of the 
Ohio Statutes and editor of Kentucky Stat- 
utes. Mr. Perfler, also assistant trust officer 
since 1921, is a specialist in patent trust 
estates and previously had practiced law 
in Cleveland. 

Newark — Newark Trust Company an- 
nounces election of Francis P. Kennedy and 
Lynn B. Walters as vice-presidents. Mr. 
Kennedy has been with the company four 
years, graduating from Harvard School of 
Business Administration, and is the son of 
a former president of the company. Mr. 
Walters was formerly an official of the old 
Painesville National Bank & Trust Com- 
pany. 

OKLAHOMA 

Tulsa — National Bank of Tulsa an- 
nounces the election of Schell Harmon of 
Dallas, Tex., as a vice-president. Mr. Har- 
mon has had wide banking and financial 
experience in the mid-continent, and was 
formerly an assistant vice-president of Har- 
ris Trust & Savings Bank in Chicago. 


PENNSYLVANIA 
Pittsburgh—Clarence Stanley has been 


LESLIE G. McDOUALL 
Newly-elected President of New 
Jersey Bankers Association 


HENRY PIRTLE 
Cleveland Trust 
Company 


elected first vice-president of Union Trust 
Company, heading the company until a suc- 
cessor is chosen to fill the presidency left 
vacant by death of H. C. McEldowney. Mr. 
Stanley is 38 years old and began his bank- 
ing career in 1919 with the National Com- 
mercial Bank & Trust Company, Albany, 
N. Y., in 1924, joining the Union Trust, of 
which he has been manager of the bond 
department, and vice-president since 1930. 


VERMONT 


St. Albans—John W. Redmond, of New- 
port, has been elected president of Welden 
National Bank, to succeed the late former 
Gov. E. C. Smith. He has been counsel for 
the bank since organization. 


WEST VIRGINIA 

Wheeling—Wheeling Dollar Savings & 
Trust Company announces the election of 
Wiliam P. Welker, recently trust officer of 
Union Savings Bank & Trust Company, 
Steubenville, O., as trust officer. Mr. Welker 
had previously been associated with the old 
Ohio Savings Bank & Trust Company of 
Akron and the Colonial Trust Company of 
Pittsburgh, Pa. 


CANADA 

Toronto—Canada Permanent Trust Com- 
pany announces the election of John A. 
Rowland, K.C., a director, as general man- 
ager of the company, to succeed George H. 
Smith. Mr. Smith, who is also general man- 
ager of Canada Permanent Mortgage Com- 
pany, retains his position as vice-president 
of the trust company. Mr. Rowland’s elec- 
tion follows the increase of fiduciary busi- 
ness and responsibilities of the trust com- 


pany. 


A. J. PERFLER 
Cleveland Trust 
Company 
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Trust Institution Briefs 


San Francisco, Cal. — Negotiations for 
purchase of Atlas Corporation holdings of 
controlling stock interest in American 
Trust Company of San Francisco by Trans- 
america Corporation, which had been un- 
der way for a month, were terminated last 
month after failure to agree on the pur- 
chase price. 

Los Angeles, Cal.—A. L. Lathrop, vice- 
president of the trust department of the 
Union Bank and Trust Company, was elect- 
ed president of the California Bankers 
Association at the recent annual convention. 

San Francisco, Cal.—The Crocker Na- 
tional Bank issued retirement pensions to 
four employees on: May 30th, under their 
employer-employee program, instituted in 
July, 1933. 

Wilmington, Del.—Ralph Hayes, execu- 
tive director of the New York Community 
Trust, was named a director of the Equit- 
able Trust Company at its recent annual 
stockholders’ meeting. Mr. Hayes was for- 
merly assistant to the president of Cleve- 
land Trust Company, and is also vice-presi- 
dent of Coco Cola Company. 

Augusta, Ga.—Lee S. Trimble, vice-presi- 
dent and trust officer of Georgia Railroad 
Bank and Trust Company, Augusta, has 
been chosen president of the Augusta Ro- 
tary Club. 

Chicago, Ill—Earl C. Kratzer, assistant 
trust officer of Pioneer Trust and Savings 
Bank, was elected vice-president of the Chi- 
cago chapter of the American Institute of 
Banking at its annual meeting. He was the 
first candidate from an outlying bank to 
win a major position in this chapter since 
1919. Reuben D. Beckett, of the City Na- 
tional Bank and Trust Company, was elect- 
ed president. 

Bloomington, Ind.—Herman B. Wells is 
resigning his positions of Bank Supervisor 
for the Department of Financial Institu- 
tions, supervisor of the research and sta- 
tistical division of that department and 
probably the secretaryship of the commis- 
sion of financial institutions, to become 
dean of the School of Business Administra- 
tion of Indiana University. 

Louisville, Ky.—The Fourth Avenue office 
of Liberty National Bank & Trust Com- 
pany, recently completed, is reported to be 
the first all air-conditioned banking office 
in the state. 

Boston, Mass.—National Shawmut Bank 
has called a meeting of shareholders to vote 
on proposed reduction of capital stock from 
$20,000,000 to $10,000,000 and transfer of 
this amount to surplus. 
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Nothing to Sell 
but Service 


The oldest trust company in Maryland 
—which has always specialized in the 
management of estates exclusively— 
renders the highest possible degree of 


service in every trust capacity. 


Sate Deposit 
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OF BALTIMORE cai) 


Capital $2,000,000 Surplus $4,145,560 


J. J. NELLIGAN, Chairman 


Highland, Mich.—Highland Park Trust 
Company has commenced payment of a 100 
per cent. dividend to depositors, under a 
plan approved by the State Banking Com- 
missioner and providing for continuation of 
the company as a strictly fiduciary institu- 
tion. Trust business was resumed under 
special license after the Michigan bank 
holiday, but no payments had been made to 
depositors. Capital will be reduced from 
$500,000 to $150,000. 

Ithaca, N. Y.—Ithaca Trust Company 
absorbed the Tompkins County National 
Bank of Ithaca on May 28th and has 
changed its title to Tompkins County Trust 
Company. 

New York, N. Y.—The Equitable Trust 
Company has called a stockholders’ meet- 
ing to vote on increase of capital to $6,000,- 
000 by offer of new shares at $50 on the 
basis of one new share to the holder of two 
shares now outstanding. 

New York, N. Y.—James L. O’Neill, a 
Vice President of the Guaranty Trust Com- 
pany of New York, has been selected to 
succeed Donald R. Richberg as head of the 
revised National Recovery Administration 
in Washington. 

Syracuse, N. Y.—The Syracuse Trust 
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Company has been granted extension of 
corporate charter in perpetuity, and reduc- 
tion of capital stock from $2,500,000 to 
$1,000,000 has been approved. 

New York, N. Y.—Application of Corn 
Exchange Bank Trust Company for regis- 
tration of 750,000 shares of capital stock 
on the New York Stock Exchange has been 
ordered effective by the Securities and Ex- 
change Commission. 

Warren, O.— Union Savings Bank & 
Trust Company has proposed a plan for 
taking over the old Warren State Bank and 
release of certain depositor funds in full. 

Hillsboro, O.—Merchants National Bank 
has completed liquidation of all trusts. 
Maude McClure, trust officer since 1921, has 
retired. Total banking resources of the bank 
are slightly over one million. 

Portland, Ore.—First National Bank of 
Portland has opened a branch in Stayton, 
its eighteenth outside of Portland, in quar- 
ters of the former Bank of Stayton. 

Austin, Tex.—Irvin McCreary, vice-presi- 
dent of Guaranty Bank & Trust Company 
of Gatesville, has been appointed State 
Banking Commissioner by Gov. Allred, to 
succeed E. C. Brand. 

Richmond, Va.—President Roosevelt has 
appointed Julien H. Hill, President of 
State-Planters Bank & Trust Company, as 
a member of his Advisory Committee on 
Works Allotment, headed by Secretary 
Ickes, which will pass on applications for 
grants under the four billion works relief 
appropriation. Mr. Hill will be a repre- 
sentative of American Bankers Association. 

Montreal, Canada—Montreal Trust Com- 
pany has received letters patent authoriz- 
ing four-for-one split-up of the present 
20,000 shares of $100 par. 


Newly Elected Vice-Presidents 
of Trust Division, A. B. A. 


Elections at recent annual conventions 
of state bankers associations resulted in 
appointment of the following trust exec- 
utives as respective state vice presidents 
for the Trust Division of the American 
Bankers) Association: 

Alabama—A. Key Foster, Asst. Trust 
Officer, Birmingham Trust & Savings Com- 
pany, Birmingham. 

Arkansas—Z. T. Wood, Secretary, Union 
National Bank, Little Rock. 

California—J. E. Drew, Vice President, 
American Trust Co., San Francisco. 

District of Columbia—T. Stanley Hol- 
land, Trust Officer, American Security and 
Trust Co., Washington. 


Georgia—James C. Shelor, Asst. Trust 
Officer, Trust Company of Georgia, Atlanta. 

Illinois—A. Siihring, Vice President and 
Trust Officer, Commercial Merchants Natl. 
Bank & Trust Co., Peoria. 

Indiana—Charles N. Fultz, Vice Presi- 
dent and Trust Officer, Union Trust Com- 
pany, Indianapolis. 

Iowa—George F. Miller, Vice President 
and Trust Officer, Merchants National 
Bank, Cedar Rapids. 

Kansas—A. L. Wood, Vice President and 
Trust Officer, First National Bank of 
Wichita. 

Louisiana—J. A. Bandi, Vice President, 
National Bank of Commerce, New Orleans. 

Maryland—Arthur C. Levering, Secre- 
tary-Treasurer, Maryland Trust Company, 
Baltimore. 

Massachusetts—W. Davies Sohier, Trust 
Officer, Boston Safe Deposit & Trust Com- 
pany, Boston. 

Mississippi—B. H. Colmery, Trust Officer, 
First National Bank & Trust Company, 
Vicksburg. 

Missouri—Howard Cook, President, Cen- 
tral Missouri Trust Company, Jefferson 
City. 

New Hampshire—Charles O. Dahl, Pres- 
ident, Carroll County Trust Company, Con- 
way. 

New Jersey—John H. B. Coriell, Vice 
President, Morristown Trust Co., Morris- 
town. 

New Mexico—Paul A. F. Walter, Presi- 
dent, First National Bank, Santa Fe. 

New York—Robert R. Dew, Vice Presi- 
dent and Treasurer, Dunkirk Trust Com- 
pany, Dunkirk. 

North Carolina—A. R. Bennett, Asst. 
Trust Officer, Fidelity Bank, Durham. 

Ohio—Charles M. Barger, Trust Officer, 
National Exchange Bank & Trust Co., 
Steubenville. 

Pennsylvania—W. Elbridge Brown, Vice 
President and Trust Officer, Clearfield Trust 
Company, Clearfield. 

South Carolina—Louis T. Parker, Trust 
Officer, Carolina Savings Bank, Charleston. 

South Dakota—C. A. Bremer, Vice Presi- 
dent, Aberdeen National Bank & Trust Co., 
Aberdeen. 

Tennessee—Troy Beatty, Jr., Vice Presi- 
dent and Trust Officer, First National Bank, 
Memphis. 

Texas—A. R. Cline, President, San Ja- 
cinto National Bank, Houston. 

West Virginia—J. B. Derwacter, Asst. 
Trust Officer, First Huntington National 
Bank, Huntington. 
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LIQUIDITY 


Lack of demand for sound loans, scarcity of 
suitable investments, and a program of unprec- 
edented Government financing, have produced a 
plethora of idle funds on deposit in all classes of 
banks. 


These are but temporary results that must right 
themselves upon the return to normal condi- 


tions of trade and finance. 


A permanent and much to be desired form of 
liquidity is that which assures every bank cus- 
tomer quick returns upon his out-of-town 
checks and other collection items. This is a 
facility always available to those who do busi- 


ness with this bank. 


coe BEE ecce 


PHILADELPHIA 
NATIONAL BANK 


ORGANIZED 1803 


PHILADELPHIA, PA. 


Capital, Surplus and Profits . $34,000,000 
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Willis Brands Eccles Bill As 


Worst Ever Presented 

“Should our government endeavor to 
coerce the banks of the several states to 
accept its orders and control, the situa- 
tion would present merely another phase 
of the general issue in which we have 
now become involved ... that of the lim- 
its of federal power.” 

This statement was made by Dr. H. 
Parker Willis, professor of banking at 
Columbia University and former secre- 
tary of the Federal Reserve Board, in 
the course of his address June 10 before 
the New York State Bankers Associa- 
tion. Dr. Willis expressed the opinion 
that banks should meet this issue by 
withdrawal from the Federal Reserve 
System, if the Banking Act of 1935 is 
enacted in substantially its original form. 

“T think the proposed Eccles Bill is the 
worst and most dangerous banking meas- 
ure that has ever come before Congress,” 
Dr. Willis said. “It is a bill whose pur- 
pose it is, first of all, to compel state 
banks so far 2s possible to become mem- 
bers of the Federal Reserve System; to 
vest in the President of the United States 
despotic and uncontrolled power over the 
banking mechanism of the United States; 
to establish a dependent and incompetent 
board at Washington’ who shall be au- 
thorized to interfere in every detail with 
the doings of Reserve Banks—and for 
that matter of their members as well— 
with the power to enforce their mandates 
upon the bankers of the country, prac- 
tically under penalty of having to go out 
of business should such bankers fail or 
refuse to do as directed.” 

His own summary of the recommenda- 
tions contained in his address was as 
follows: 

“We cannot accept the proposed Eccles 
Bill, because it reverses every known prin- 
ciple of sound and safe banking and be- 
cause it threatens a political domination of 
our bank resources which has already made 
large headway and resulted in dangerous 
innovations that must not be allowed to 
continue and grow more pronounced. And 
yet, the fine brute power of politics may 
saddle upon the country this measure 
through act of Congress. So imminent is 
this situation that it is extremely urgent 
that bankers should make up their minds 
what they are to do in regard to it. They 


may either submit and see their business go 
from bad to worse, losing their own power 
to rule in their own house, while the wel- 
fare of the community is steadily invaded, 
or they may determine upon a positive 
course of correction. They need and must 
have a central banking organization; they 
can get it by remodelling the Federal Re- 
serve System or by leaving it and creating 
a new one. The first step in either direction 
is to leave the Reserve System the moment 
that the Eccles Bill passes into law. By so 
doing, they will undoubtedly bring about a 
more reasonable attitude on the part of 
political leaders and insure the revocation 
of the Eccles Bill or its substantial modi- 
fication. Should, however, such result not be 
early attained, it would be entirely feasible 
for them by any of the make-shift methods 
that I have indicated to bridge over the pe- 
riod which may elapse between the old Fed- 
eral Reserve organization and the time 
when a newer and better system shall have 
been put in place of it. Should, on the other 
hand, the decisive verdict of the banking 
community against the Eccles measure 
serve to bring about the desired change, 
they should insist upon the abandonment of 
all traces of compulsion that have been 
manifested in the past and the substitution 


of a system of free membership and of 
public service management under accepted 
central banking lines, for the old type or- 


ganization that has become so nearly 
stereotyped. 

“T am as earnest and as anxious to have 
the present debauchment of the Reserve 
System ended and both our Reserve and 
member banks restored to a position of rea- 
sonable soundness as I was originally de- 
sirous of having the Reserve Law itself 
enacted. I think the time has come when 
our banking system finds itself on the verge 
of an undoubted crisis, a crisis which can 
be avoided by relieving our banks of the 
menace which they must today recognize as 
coming from the Treasury Department of 
the United States. It will be a costly meas- 
ure of reorganization to slough off the 
existing Reserve banking system, and to get 
ready to put another in its place; and yet, 
in scriptural phrase, it is better that one 
member should perish than that the whole 
body should be cast into Hell. The necessity 
of making such decisions happily does not 
come very often, but when it comes, it must 
be courageously met and fully recognized. 
In such a time we find ourselves standing 
today. This is why I have thought it proper 
to speak to you with entire frankness and 
to advocate measures which in other cir- 
cumstances I should hesitate to propose.” 





Wills Recently Probated 


Cortlandt F. Bishop 


American Art Association-Anderson Galleries 


The New York Trust Company was 
appointed co-trustee of the trusts created 
from the residuary estate of the late 
Cortlandt Field Bishop, principal owner 
of American Art Association-Anderson 
Galleries, Inc., famous auction house in 
New York City. By terms of the will the 
executors are directed to transfer all 
stock in the corporation to the trustees, 
retention of said stock being directed 
except under certain conditions of neces- 
sity. The executors were empowered “to 
designate a competent Trust Company, 
incorporated under the laws of New 
York or Massachusetts, having capital 
and surplus of not less than $10,000,000,” 
as executor or trustee to act where ap- 
pointed fiduciaries could not qualify as to 
property outside New York state. 


William D. Foulke 


Publicist, Author and Lawyer 


The will of the late William Dudley 
Foulke, of Indiana, civil service reform 
leader, corporation counsel and writer, 
named the First National Bank of Rich- 
mond, Ind., as co-executor of his estate. 
Mr. Foulke was a past president of the 
National Civil Service Reform League, 
and of the National Municipal League, 
one-time attorney for a subsidiary of the 
Pennsylvania Railroad, editor of the 
Richmond Evening Item, State Senator 
and author of numerous novels and es- 
says. 


Robert J. Eidlitz 


Contractor 


The Fifth Avenue Bank of New York 
is named as co-executor and co-trustee of 
the estate of Robert James Eidlitz, presi- 
dent of the building firm of Marc Eidlitz 
& Son, Inc., New York City. Among the 
notable buildings constructed by this 
firm are the New York Stock Exchange, 
Rockefeller Institute, Harkness Memo- 
rial of Yale University, Riverside Church 


of New York, American Telephone & 
Telegraph and Presbyterian Medical 
Centre,. as well as the Guaranty Trust 
and Bankers Trust buildings in New 
York City. After providing numerous 
bequests to relatives, employees of his 
firm and to servants, Mr. Eidlitz left the 
residue of the estate to his wife in trust, 
under terms of his will, dated in July, 
1932. 


George T. Brokaw 
Lawyer 


The will of the late George Tuttle 
Brokaw, New York lawyer and descend- 
ant of an old and prominent family, ap- 
points United States Trust Company of 
New York as co-executor and co-trustee 
with his wife. The will also discloses that 
a trust fund had previously been set up 
for his first wife, and that his two chil- 
dren had already been provided for by his 
father’s will. All of the residuary estate 
is left to his widow. 


Mary G. Thompson 


Descendant of an American Pioneer 


In a will dated May 15, 1907, and modi- 
fied by codicil in April of 1920, the late 
Mary Gardiner Thompson appointed the 
Bank of New York & Trust Company 
(then the New York Life Insurance & 
Trust Co.) as co-executor and sole trus- 
tee of a $200,000 trust fund, as well as 
of the residuary estate. Lion Gardiner, 
Miss Thompson’s maternal ancestor, 
bought Gardiner’s Island from the In- 
dians when he came from England in 
1635. 


Alfred E. Hammer 


Iron Manufacturer 


Second National Bank of New Haven, 
Conn., was appointed administrator of 
the estate of Alfred E. Hammer, former 
head of the Malleable Iron Fitting Com- 
pany, by Judge Edwin Kelsey, to serve 
with Mr. Hammer’s son upon his declina- 
tion to act as sole executor. The estate 
is estimated as amounting to $1,000,000. 
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UNCHANGING CHARACTER 


The facilities of The Northern Trust Company to 
render all types of fiduciary service have increased 
steadily through forty-five years. Yet in character 
and identity this institution has not changed since its 
founding in 1889. Your correspondence is invited. 


THE NORTHERN TRUST COMPANY 


NORTHWEST CORNER LASALLE AND MONROE STREETS, CHICAGO 


Appraisal of Benjamin N. Duke Estate 


Appraisal of the estate of Benjamin 
Newton Duke, of New York, capitalist 
and son of the founder of the American 
Tobacco Company, shows a net value of 
$7,496,477. Mr, Duke, who died in Janu- 
ary, 1929, created testamentary trusts 
for his wife and children and named the 
Guaranty Trust Company of New York 
as trustee. 


Duke of Manchester’s Trust 


A recent proceeding initiated in Lon- 
don, England, discloses that the Duke of 
Manchester, son of the late Dowager 
Duchess of Manchester who is the for- 
mer Consuelo Y. deValle of Louisiana 
and New York, is a beneficiary of a 
“spendthrift trust” created by his moth- 
er’s will. Broad discretionary powers as 
to payment of income were given to the 
trustees, Thomas B. Gilchrist and the 
United States Trust Company of New 
York. 





Will Fantasies 

Three million dollars is the value of a 
bride to George Franklin Churchill Jen- 
nings, judging by an item in a New York 
newspaper last month. An advertisement 
addressed to women between the ages of 
25 and 40, with brown hair and propensi- 
ties for travel and hunting, was recently 
inserted by Mr. Jennings, who, it seems, 
would have to forfeit three million dol- 
lars of the bequest contained in his half- 
brother’s will if he remains unmarried 
at the age of 68. Other qualifications of 
the bequest required adoption of two 
boys and two girls. 

The city pound of Rochester, N. Y., 
will have few canine guests for many 
years to come, thanks to the bequest of 
$500 which Milnor Walmsley made in 
his will for the purpose of purchasing 
licenses for impoverished dog-owners of 
this city. The superintendent of the Hu- 
mane Society, administrator of the fund, 
is already making many new friends 
among the younger set of Rochester. 





Court Decisions 


Gold Clause Resolution of June 5, 
1933, Extended to Apply to Bonds 


Payable in Foreign Money— 

New York Supreme Court, Appellate Division, 

First Dept. City Bank Farmers Trust Company, 

Respondent vs. Bethlehem Steel Company, Appel- 

lant. Opinion May, 1935. 

The opinion of Mr. Justice Edward J. 
Glennon writing for a majority of the court 
follows in full: 

This is an appeal from an order, entered 
at Special Term, which granted summary 
judgment to the plaintiff. In its answer the 
defendant set up the Federal Statutes 
which were recently enacted and now in 
force, governing the question of currency. 

There is little, if any, dispute between 
the plaintiff and the defendant as to the 
facts. We must determine on this appeal the 
effect of the gold clause resolution adopted 
on June 5, 1933, in so far as it pertains 
to this controversy. 

The plaintiff was organized under the 
laws of the State of New York, and the 
defendant was created by and under the 
laws of the State of Pennsylvania. The 
action is at law and is based upon the 
refusal of defendant to pay to the plaintiff 
a sum in excess of $1,500 to cover sixty 
coupons which were detached from certain 
of the defendant’s bonds issued in 1912. 
The defendant is engaged in business ex- 
clusively in the United States. It is paid 
for its output in the currency of this coun- 
try. The plaintiff, as trustee, purchased in 
the United States the bonds from which the 
coupons were detached. The coupons pro- 
vided: 


“Bethlehem Steel Company will pay to bearer at 
its office or agency in the City of New York, U. S. A., 
Twenty-five Dollars United States Gold Coin, or in 
London, England, Five Pounds, Two Shillings, Ten 
Pence, or in Amsterdam, Holland, Sixty-two Guilders, 
Twenty-five Cents, being six months’ interest then due 
on its First Lien and Refunding Mortgage Five Per 
Cent. Thirty-Year Gold Bond, Series A, No. 


The bonds contained similar provisions. The 
plaintiff well knowing that, if it presented 
the coupons in New York for payment, it 
would receive the sum of $1,500 which the 
defendant was prepared to pay, tendered 
the coupons to defendant’s agent in Am- 
sterdam, Holland, and demanded the dollar 
equivalent of Dutch guilders, which amount- 
ed to the sum of $2,437.09. The guilder is 
on the gold basis. Under the old parity a 
coupon of the value of $25 equalled 62% 
guilders, whereas, now the same coupon has 
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a value of about 38% guilders. It is con- 
ceded that the defense is based on the sev- 
eral statutes and executive orders of the 
Federal government relating to the cur- 
rency, and primarily upon Public Resolu- 
tion No. 10 of the 73rd Congress, approved 
June 5, 1933. (31 U. S. C. A. Sec. 463, 48 
Stat. at L. 113). 

We believe that the points made by the 
appellant are sound and that the judgment 
should be modified. 

In stating our reasons we do not think 
it necessary to refer to the history leading 
up to the enactment of the various statutes 
and the executive orders of the Federal 
government, since they are so ably covered 
in the comprehensive and exhaustive opin- 
ions of Mr. Chief Justice Hughes in the 
gold clause cases (Norman vs. Baltimore & 
Ohio Railroad Co., 294 U. S. 3; Nortz vs. 
United States,294 U.S. ; Perry vs. United 
States, 294 U.S. ). Perhaps it might not 
be amiss, however, to quote from the opinion 
of the Chief Justice in order to understand 
the basis of our decision. In Norman vs. 
Baltimore & Ohio Railroad Co. (supra), he 
said in part: 


“The devaluation of the dollar placed the domestic 
economy upon a new basis. In the currency as thus 
provided, States and municipalities must receive their 
taxes; railroads, their rates and fares; public utiii- 
ties, their charges for service. The income out of 
which they must meet their obligations is determined 
by the new standard. Yet, according to the conten- 
tions before us, while that income is thus controlled 
by law, their indebtedness on their ‘gold bonds’ must 
be met by an amount of currency determined by the 
former gold standard. Their receipts, in this view, 
would be fixed on one basis; their interest charges, 
and the principal of their obligations, on another. It 
is common knowledge that the bonds issued by these 
obligors have generally contained gold clauses, and 
presumably they account for a large part of the out- 
standing obligations of that sort. It is also common 
knowledge that a similar situation exists with respect 
to numerous industrial corporations that have issued 
their ‘gold bonds’ and must now receive payments for 
their products in the existing currency. It requires no 
acute analysis or profound economic inquiry to dis- 
close the dislocation of the domestic economy which 
would be caused by such a disparity of condition in 
which, it is insisted, those debtors under gold clauses 
should be required to pay one dollar and sixty-nine 
cents in currency while respectively receiving their 
taxes, rates, charges and prices on the basis of one 
dollar of that currecicy.” 


That portion of the joint resolution which 
is particularly applicable to this case reads 
as follows: 

“Every obligation heretofore or hereafter  in- 


curred, whether or not any such provision is contained 
therein or made with respect thereto, shall be dis- 
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charged upon payment, dollar for dollar, in any coin 
or currency which at the time of payment is legal 
tender for public and private debts.” 


The bonds and coupons which were issued 
by the appellant are obligations payable in 
the money of the United States. While they 
provide for payment in sterling or guilders, 
they are, nevertheless, within the spirit and 
intent of the Joint Resolution. It is not con- 
tended by the appellant that the holders of 
these coupons, who are subjects of England 
and Holland respectively, are governed by 
the terms of the Joint Resolution. In fact, 
the affidavits show that all payments have 
been made to bona fide holders in foreign 
countries in accordance with the terms of 
the agreement. It is claimed, however, and 
rightfully so, that the citizens of our coun- 
try are controlled by the terms of the Joint 
Resolution particularly where, as here, the 
bonds were purchased in the United States 
by citizens thereof, and the parties who 
purchased them expected to be paid in dol- 
lars, the value of which was not to be gov- 
erned by the currency of any other country. 
It would be exceedingly injust to compel the 
appellant to meet its obligations on the 
basis of the old standard, when the entire 
income from its business is received in the 
existing currency. 


We do not believe that it should be the 
policy of our courts in a litigation between 
two of our citizens to construe that part of 
the resolution which is applicable to this 
case in a manner which may tend to nullify 
and destroy the legislative intent. Equity 
and justice demand that all who live under 
and enjoy the benefits of our government 
and its laws should be placed upon an equal 
footing, at least in so far as our currency 
is concerned. Mindful of its underlying pur- 
poses, good citizenship requires that the 
resolution should be accepted in a spirit 
which will not permit an unfair advantage 
to the creditor at the expense of the debtor. 

The judgment and order appealed from 
should be modified by reducing the amount 
of the judgment as entered to the sum of 
$1,500, and as so modified affirmed with 
costs of this appeal to the appellant. 

Martin, P. J., and Townley, J., concur. 


Dissenting Opinion 


Mr. Justice Merrell’s dissenting opinion 
follows in full: 

I am unable to agree with the opinion of 
Mr. Justice Glennon, writing for a major- 
ity of the court, for reversal of the order 
and judgment appealed from herein. Unless 
we are to brush aside and ignore the plain 
and unambiguous provisions of the contract 
between the parties, the order and judg- 
ment appealed from were right, and should 
be affirmed. The undisputed facts are as 
follows: 

Plaintiff, as trustee of certain express 
trusts, held sixty coupons issued by the de- 
fendant, which, by their terms, became due 
and payable on November 1, 1933. Each 
coupon held by plaintiff was in the follow- 
ing form: 

“On the First day of November, 1933, unless the 
bond hereinafter mentioned shall have been called for 
previous redemption, BETHLEHEM STEEL COM- 
PANY will pay to Bearer at its office or agency in 
the City of New York, U. S. A., Twenty-five Dollars 
United States Gold Coin, or in London, England, Five 
Pounds, Two Shillings, Ten Pence, or in Amsterdam, 
Holland, Sixty-two Guilders, Twenty-five Cents, being 
six months’ interest then due on its First Lien and 
Refunding Mortgage Five Per Cent. Thirty-Year Gold 
Bond, Series A, No. (Number of Bond to which 
Coupon was attached.) 

B. H. JONES, 


Treasurer.” 
$25 No. 43 


On November 17, 1933, plaintiff caused the 
said coupons to be presented at the office 
of the defendant in Amsterdam, Holland, 
and demanded payment as to each coupon 
in the sum of Sixty-two guilders and twen- 
ty-five cents, or, in all, 5735 guilders. On 
the day of presentation the guilders were 
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of the total value of $2437.09. The last men- 
tioned sum the court, in the judgment ap- 
pealed from, awarded to plaintiff, with 
interest and costs. 

Only questions of law are presented upon 
this appeal. It is the contention of the de- 
fendant-appellant that by virtue of the so- 
called Gold Clause Resolution adopted by 
the Congress on June 5, 1933, the plaintiff 
was confined to demanding payment in coin 
of the United States. It is not claimed by 
appellant that the procedure of the court in 
granting summary judgment was in any- 
wise irregular or that the defendant was 
entitled to the trial of any issue. Plaintiff- 
respondent contends that, under the express 
terms of the coupons themselves, the de- 
fendant agreed to pay to the holder of each 
coupon 62 guilders 25 cents upon presenta- 
tion thereof at the office or agency of the 
defendant in Amsterdam, Holland, and that 
such coupons having been duly presented 
by the plaintiff on November 17, 1933, the 
obligation of the defendant to pay said 
coupons in guilders became absolute. It is 
the further contention of the plaintiff- 
respondent that the Gold Clause Resolution 
of the Congress had no effect whatever 


upon this contract, and that such resolution. 


applied only to “obligations” payable in 
money of the United States. The Gold 
Clause Resolution adopted by the Congress 
and approved June 5, 1933, in its recital 
and enactment provided as follows: 


“(PUBLIC RESOLUTION —No. 10— 
73D CONGRESS.) (H. J. RES. 192.) 


JOINT RESOLUTION 


TO ASSURE UNIFORM VALUE TO THE COINS 
AND CURRENCIES OF THE UNITED STATES. 

WHEREAS the holding of or dealing in gold affect 
the public interest, and are therefore subject to proper 
regulation and restriction; and 

WHEREAS the existing emergency has disclosed 
that provisions of obligations which purport to give 
the obligee a right to require payment in gold or a 
particular kind of coin or currency of the United 
States, or in an amount in money of the United States 
measured thereby, obstruct the power of the Congress 
to regulate the value of the money of the United 
States, and are inconsistent with the declared policy 
of the Congress to maintain at all times the equal 
power of every dollar, coined or issued by the United 
States, in the markets and in the payment of debts. 
Now, therefore, be it 

RESOLVED BY THE SENATE AND HOUSE OF 
REPRESENTATIVES OF THE UNITED STATES 
OF AMERICA IN CONGRESS ASSEMBLED, 

That (a) every provision contained in or made with 
respect to any obligation which purports to give the 
obligee a right to require payment in gold or a par- 
ticular kind of coin or currency, or in an amount in 
money in the United States measured thereby, is de- 
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clared to be against public policy; and no such pro- 
vision shall be contained in or made with respect to 
any obligation hereafter incurred. Every obligation, 
heretofore or hereafter incurred, whether or not any 
such provision is contained therein or made with re- 
spect thereto, shall be discharged upon payment, dol- 
lar for dollar in any coin or currency which at the 
time of payment is legal tender for public and private 
debts. Any such provision contained in any law au- 
thorizing obligations to be issued by or under authority 
of the United States, is hereby repealed, but the repeal 
of any such provision shall not invalidate any other 
provision or authority contained in such law. 

(b) As used in this resolution, the term ‘obligation’ 
means an obligation (including every obligation of 
and to the United States, excepting currency) payable 
in money of the United States; and the term ‘coin or 
currency’ means coin or currency of the United States 
including Federal Reserve notes and circulating notes 
of Federal Reserve banks and ‘national banking asso- 
ciations. 

Sec. 2. The last sentence of paragraph (1) of sub- 
section (b) of Section 43 of the Act entitled ‘An Act 
to relieve the existing national economic emergency 
by increasing agricultural purchasing power, to raise 
revenue for extraordinary expenses incurred by reuson 
of such emergency, to provide emergency relief with 
respect to agricultural indebtedness, to provide for the 
orderly liquidation of joint-stock land banks, and for 
other purposes,’ approved May 12, 1933, is amended 
to read as follows: 

All coins and currencies of the United States (in- 
cluding Federal Reserve notes and circulating notes 
of Federal Reserve banks and national banking asso- 
ciations) heretofore or hereafter coined or issued, 
shall be legal tender for all debts, public and private, 
public charges, taxes, duties, and dues, except that 
gold coins, when below the standard weight and limit 
of tolerance provided by law for the single piece, shall 


be legal tender only at valuation in proportion to their 
actual weight.’ 

Approved, June 5, 1933, 4:40 p.m. 
Under subdivision (b) of the first section 
of the resolution it appears that the Con- 
gress was dealing only in the coin or cur- 
rency of the United States. With this in 
mind, it will be seen that the resolution 
related only to obligations payable in the 
money of the United States in gold or a 
particular kind of coin or currency of the 
United States, or in an amount in money of 
the United States measured thereby, and 
which was declared to be against public 
policy. The resolution further states that 
every obligation (payable in money of the 
United States) heretofore and hereafter 
incurred, whether or not any such provision 
is contained therein or made with respect 
thereto, shall be discharged upon payment, 
dollar for dollar, in any coin or currency 
which at the time of payment is legal ten- 
der for public and private debts. The “coin 
or currency” referred to in the resolution, 
according to subdivision (b) of the first 
section of the resolution, means coin or 
currency of the United States. The intent 
of the Congress, reading the resolution as 
a whole, seems to me to be perfectly clear. 
The resolution is carefully limited to ob- 
ligations “payable in money of the United 
States,” and payable in “a particular kind 
of coin or currency of the United States.” 
There is no intention on the part of the 
Congress to extend the resolution to obliga- 
tions payable in foreign countries in a for- 
eign currency. The absence of any such in- 
tention is clearly shown by the preamble of 
the resolution, which stated as follows: 

*“‘Whereas the existing emergency has disclosed that 
provisions of obligations which purport to give the 
obligee a right to require payment in gold or a par- 
ticular kind of coin or currency of the United States, 
or in an amount in money of the United States meas- 
ured thereby, obstruct the power of the Congress to 
regulate the value of the money of the United States, 
and are inconsistent with the declared policy of the 
Congress to maintain at all times the equal power of 
every dollar, coined or issued by the United States, 


in the markets and in the payment of debts. Now, 
therefore, be it * * *” 


The resolution itself is clear and unam- 
biguous and should not be extended by 
interpretation or construction to include 
any reference to obligations other than 
those which are payable in money of the 
United States. Under well recognized con- 
stitutional limitations the Congress had no 
power to extend the scope of the resolution 
so as to give it extraterritorial effect. Sec- 
tion 8 of Article 1 of the Constitution in- 
vests the Congress with the power “to coin 
money, to regulate the value thereof, and of 
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foreign coin, and fix the standard of weights 
and measures.” It was by virtue of such 
constitutional provision that the Gold Coin 
Resolution was passed. There is no other 
provision of the Constitution justifying the 
adoption of the resolution than that re- 
ferred to. The preamble of the resolution 
clearly indicates the purpose of the Con- 
gress to enact the legislation in question. 
In the preamble reference is made to “the 
power of the Congress to regulate the value 
of the money of the United States.* (Italics 
are the writer’s.) Neither the power of the 
Congress to regulate the value of the money 
of the United States nor “the declared pol- 
icy of the Congress to maintain at all times 
the equal power of every dollar, coined or 
issued by the United States, in the markets 
and in the payment of debts,” has any ap- 
plication to the contract here involved, 
which contract provided expressly for the 
payment of the coupons in guilders at Am- 
sterdam, Holland, in case the holder exer- 
cised its option to present the same for 
payment there. In adopting this resolution 
the Congress recognized that it could not 
make this law effective in a foreign coun- 
try. The Congress must have recognized 
that its declaration as to the American pub- 
lic policy had nothing to do with contracts 
to be performed abroad. It was held in 
Ewen vs. Thompson-Starrett Co. (208 N. Y. 
245, 247) that the rule is that an intention 
would not be inferred from general lan- 
guage of an act to give it extraterritorial 
effect. Under well-considered authority the 
resolution in question should be construed 
as applicable only to obligations payable in 
money of the United States. In United 
States vs. Moy (241 U. S. 394) Mr. Justice 
Holmes said, at p. 401: 


“A statute must be construed, if fairly possible, so 
as to avoid not only the conclusion that it is uncon- 
stitutional, but also grave doubts upon that score.” 


The same idea was expressed by Judge 
Hiscock of our Court of Appeals in Hovey 
vs. DeLong Hook & Eye Company (211 
N. Y. 420, 429). It seems to me that the 
resolution adopted by the Congress was 
clear and unambiguous, and should be inter- 
preted without the aid of extrinsic evidence. 
Extrinsic evidence can only be received to 
resolve an ambiguity, not for the purpose 
of creating one. In Mayor of N. Y. vs. Man- 
hattan R. R. Co. (148 N. Y. 1) Judge Peck- 
ham stated at p. 20: 


“It is a waste of time to cite the general canons 
of construction which obtain in the discharge of the 
judicial duty to construe an act of the legislature. 
They are familiar to us all and they result in the 
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question, that is the real meaning of the enacting 
body? That meaning is to be first sought in the lan- 
guage used, and if that be plain, unambiguous and 
imperative, there is nothing left for the courts other 
than to obey the directions of the statute as mani- 
fested by its language.” 


In Woollcott vs. Shubert (217 N. Y. 212) 
Judge Collin, writing for the Court of Ap- 
peals, said, at p. 222: 


“The Supreme Court of the United States has de- 
clared the rule that the formal reports of legislative 
committees relating to a bill in the course of progress 
are competent sources from which to discover the 
meaning of the language employed in a statute 
(McLean vs. United States, 226 U. S. 374, 380; Lapina 
vs. Williams, 232 U. S. 78, 90), but cannot be resorted 
to for the purpose of construing a statute contrary to 
its plain terms. (Penn R. R. Co. vs. International 
Coal Mining Co., 230 U. S. 184, 199).’’ 


The appellant seeks to explain the intent of 
the Congress in adopting the resolution in 
question by showing certain debates had in 
the Congress at the time of its adoption. 
However, these debates are of little im- 
portance, and only go to show the personal 
opinion of the members of Congress engag- 
ing in debate. Judge Collin in Woollcott vs. 
Shubert (supra) at pp. 221-222, considered 
the extent which the debates might be con- 
sidered, and stated: 


“It is established law, however, that the statements 
and opinions of legislators uttered in the debates are 
not competent aids to the court in ascertaining the 
meaning of statutes. (United States vs. Trans-Mo. 
Freight Association, 166 U. S. 290, 318; Dunlap vs. 
United States, 173 U. S. 65, 75; Lapina vs. Williams, 
232 U. S. 78, 90; Omaha & C. B. Street Ry. Co. vs. 
Interstate Commerce Com., 230 U. S. 324, 333.)” 


If there was any ambiguity in the express 
terms of the resolution, then what occurred 
at the time the resolution was adopted in 
the Congress might be of some importance. 
I find no such ambiguity. There have been 
certain decisions construing the gold clause 
in question. In Norman vs. Baltimore & 
Ohio Railroad Company (79 Law. Ed. 417) 
Chief Justice Hughes, writing for the Su- 
preme Court, discussed the power of Con- 
gress to establish a monetary system. 
Throughout the opinion of Justice Hughes 
emphasis is placed upon the monetary pol- 
icy of the Congress with reference to the 
power given to the Congress by the Consti- 
tution “to coin money, to regulate the value 
thereof * * *.” In the last paragraph of the 
opinion of Chief Justice Hughes it was 
stated: 


“‘* * * We are concerned with the constitutional 
power of the Congress over the monetary system of 
the country and its attempted frustration. Exercising 
that power, the Congress has undertaken to establish 
a uniform currency, and parity between kinds of cur- 
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rency, and to make that currency, dollar for dollar, 
legal tender for the payment of debts. In the light of 
abundant experience, the Congress was entitled to 
choose such a uniform monetary system, and to re- 
ject a dual system, with respect to all obligations 
within the range of the exercise of its constitutional 
authority. * * *” 


In none of the decision, so far as I have 
been able to discover, has there been any 
suggestion indicating that the Supreme 
Court entertained the view that the Gold 
Clause Resolution applied to anything, ex- 
cept “obligations payable in money of the 
United States.” The only conclusion which 
can be drawn is that Congress legislated 
and intended to legislate only in respect to 
the currency of the United States and ob- 
ligations solely payable in such currency. 
In all of the legislation there has been no 
attempt to deal with obligations payable 
abroad in a foreign currency. Where a stat- 
ute is clear and unambiguous, the rule in- 
variably applied by the courts is that the 
intention must be found from the language 
used. (People ex rel—Attorney General vs. 
Utica Insurance Company, 15 Johns. 358, 
394.) This is an old decision, but, so far as 
I know, its soundness has never been ques- 
tioned or overruled. (See also Osborne vs. 
International Railway Company, 226 N. Y. 


. 421.) 


Under the express terms of the coupons 
in question, they are not necessarily pay- 
able in money of the United States, and 
are, therefore, not within the contemplation 
of the Gold Clause Resolution. We must 
regard the coupons as though they had pro- 
vided only for payment in guilders, as that 
was one of the options of the holder. The 
options were to demand payment in dollars 
in New York, in pounds sterling in Eng- 
land, or in guilders in Holland. No other 
construction of the coupons is possible, ex- 
cept as conferring such option upon the 
holder. Suppose the coupons had provided 
that the same should be discharged by the 
payment of 62.26 guilders when presented 
at Amsterdam, Holland. Could there be any 
question that the holder could present the 
same at Amsterdam and demand his guil- 
ders? The obligor company was not called 
upon to satisfy the coupon until it was 
presented. It could not determine the place 
of payment or the currency in which it 
would be paid. These matters were entirely 
dependent upon the will of the holder of 
the coupons. The very bonds issued by 
defendant to which the coupons were at- 
tached, clearly show that it was the intent 
of the defendant to make payment optional 
with the holder of the bonds, either in the 
United States or at designated offices of 
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the defendant in foreign countries. In this 
respect the bonds provided as follows: 


“Payment of the principal and interest of this bond 
will be made at the office or agency of the Company 
in the Borough of Manhattan in said City of New 
York, in gold coin of the United States of America 
* * * or at the option of the holder, at designated 
offices in said foreign cities and countries, respec- 
tively, at which it is expressed to be payable.” 


The above provision follows immediately 
after the promise of the defendant, on the 
maturity of the bonds, to pay the bearer 
or registered holder in New York, $1000, 
or in Amsterdam, Holland, 2490 guilders, 
and to pay interest on said principal 
amount from May 1, 1912, in said respec- 
tive currencies at the rate of 5 per cent. 
The purport of such contract was that said 
coupons, having been duly presented by the 
holder at the office or agency of the de- 
fendant in Amsterdam, Holland, must be 
read as follows: 


“On the First day of November, 1933, * * * BETH- 
LEHEM STEEL COMPANY will pay to Bearer at 
its office or agency * * * in Amsterdam, Holland, 
Sixty-two Guilders, Twenty-five Cents, being six 
months’ interest then due on its First Lien and Re- 
funding Mortgage Five Per Cent. Thirty-Year Gold 
Bond, Series A, No. (Number of Bond to which 
Coupon was attached). * * *” 


When the coupons were presented at Am- 
sterdam after their maturity, each thereof 
became an absolute obligation to pay to the 
holder 62 guilders 25 cents. The obligation 
was not “payable in money of the United 
States.” Unquestionably, had the plaintiff 
demanded payment of the coupons in New 
York, the defendant’s obligation would have 
been within the scope of the resolution as 
an obligation “payable in money of the 
United States.” The holder was free to exer- 
cise the option provided for in the contract, 
and to present and demand payment thereof 
in Amsterdam, Holland. It seems perfectly 
plain to me that where the contract here 
gave to the obligee the right to require 
payment by the obligor in either of three 
different places, in the currency mentioned 
in the coupon, when the option was exer- 
cised the contract must be read as though 
the obligor had contracted to do only that 
which was required by the obligee. The 
alternative obligations gave way to the one 
exercised by the obligee. A quite analogous 
situation arises with reference to powers 
of appointment given by will or deed. The 
instrument in such case exercising the 
power must be read into that which creates 
the power “in like manner as if the power 
and the instrument creating the power had 
been incorporated in one _ instrument.” 
(Chanler vs. Kelsey, 205 U. S. 466; Matter 
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of Stewart, 131 N. Y. 274; Matter of Har- 
beck, 161 N. Y. 211.) As is well stated in 
the brief of the respondent, the contract is 
no different than if it had been a contract 
of life insurance and had provided that in 
the event the assured died in Holland the 
insurance would be paid the beneficiary in 
guilders, but if such person died in the 
United States the payment to the bene- 
ficiary would be made in dollars. Under 
such a contract, if the person died in Hol- 
land, the obligation to pay guilders would 
become absolute, and the alternative pro- 
vision providing for payment in dollars in 
case of death in the United States would 
necessarily be disregarded. 

It seems to me that the payment in guil- 
ders was, in fact, a satisfaction of the 
coupons by the delivery of a commodity. 
The appellant in its brief recognized that 
the agreement to deliver Dutch guilders 
was an agreement to deliver commodities, 
citing Hicks vs. Guinness (269 U. S. 67, 
80). The same view has been adopted by 
this court (Gross vs. Mandel, 171 App. Div. 
237, 244; affd. 225 N. Y. 633.) It seems to 
me the great difficulty in the appellant’s 
position lies in the fact that the Gold Clause 
Resolution relates only to contracts “pay- 
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able in money of the United States,” or 
obligations which are, in fact, payable in 
money of the United States. Nowhere does 
the resolution refer to contracts conferring 
an option upon an obligee to require pay- 
ment in money of the United States or in 
a foreign jurisdiction, or to obligations 
which would become payable in money of 
the United States if certain events should 
happen. The Congress did not attempt to 
legislate on any such hypothetical contracts. 
The only question here is whether the con- 
tract in question created an obligation alone 
“payable in money of the United States.” 

The appellant makes no claim that the 
coupon itself is ambiguous. There is no con- 
tention made that it was not the purpose 
and intent of the defendant corporation to 
provide for payment of the bonds and cou- 
pons in guilders if presented at the office or 
agency of the defendant at Amsterdam, 
Holland. Unquestionably, at the time the 
bonds were issued the defendant thought 
that the dollar was more stable than ster- 
ling or guilders and that the inclusion of 
sterling and the guilder alternatives in the 
contract would not adversely affect the com- 
pany. In this assumption the defendant was 
disappointed, but the disappointment of the 
defendant should not alter the construction 
or interpretation of the perfectly plain and 


unambiguous contract. If the contract had 
been that the coupons in question were to 
be payable, either in money of the United 
States or in sterling in England, or, if upon 
presentation of the coupons, in payment of 
each hereof the defendant would deliver to 
the holder a bushel of bulbs, of which Hol- 
land is the world’s greatest producer, would 
there be any question that upon the matur- 
ity of the coupons the holder could present 
the same at Amsterdam, Holland, and de- 
mand the delivery to him of his bushel of 
bulbs? Certainly not, and even though at 
the time that demand for the bulbs was 
made the market price thereof was far in 
excess of what the plaintiff would be en- 
titled to receive if his coupons were pre- 
sented in the United States or in England. 
Under the plain and unambiguous terms of 
the contract of the defendant, I see no 
escape from the defendant’s being required 
to meet its obligation and to pay the cou- 
pons in Holland guilders. 

The order and the judgment entered 
thereon should be affirmed, with costs to the 
plaintiff-respondent against the defendant- 
appellant. 


No decision had been made, as 
this issue goes to press, as to 
whether appeal will be taken. 


Liability of Fiduciaries in Connection With Investments 
Discussed by J. Fisher Anderson 


HE question of liability of fiduci- 

aries in connection with invest- 

ments was discussed by J. Fisher 

Anderson, counsel of the New Jersey 

Bankers Association, before the recent 
convention of that organization. 

“With the arrival and the continuance 
of the depression, with the attendant 
sharp decline in the value of securities 
of all kinds and the depression in the real 
estate market and the virtual non-exist- 
ence of a mortgage market,” Mr. Ander- 
son said, “all the corporate fiduciaries 
found themselves in the possession of 
stocks, bonds, mortgages and other se- 
curities worth a great deal less than 
when they were acquired either from a 
testator’s estate or in the creation of a 
trust or when purchased by the fiduciary. 

“When bonds ceased to pay interest 
and stocks ceased to pay dividends and 


property owners ceased to pay interest 
on mortgages, the beneficiaries of the 
trust estates began to look around for 
ways and means to hold the corporate 
fiduciary responsible for improperly re- 
taining investments left by a testator, or 
improperly retaining investments set up 
in a trust or for improperly retaining 
investments purchased by the fiduciary, 
and most, if not all, of the corporate fidu- 
ciaries were confronted with the claim 
that the corporate fiduciary in effect was 
an insurer of the stability of the invest- 
ments. 


Litigation Inevitable Under Such 
Circumstances 


“Tn this situation litigation was bound 
to develop and the courts were con- 
fronted with the necessity of recogniz- 
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ing the depression, its effect on security 
values and its effect upon the liability of 
corporate fiduciaries who were attempt- 
ing to ride out the depression. 

“The courts of this State took a broad 
view of the situation and several inter- 
esting decisions have come down which 
have greatly clarified the atmosphere and 
have effectually shut off most, if not all, 
of the litigation on this question. 

“In the case of In re Chamberlin, re- 
ported in 9 N. J. Misc. 809, decided in 
1931, executors were defending an at- 
tempt to surcharge them with the shrink- 
age in value of testator’s stocks retained 
by the executors caused by failure to 
anticipate the stock market crash. 

“It is quite interesting to read the 
language of the lower ec urt upon the 
supposed ability of corporate fiduciaries 
to anticipate stock market crashes. 


“The following is taken from the 
Court’s opinion: 


‘It does appear that since the testator’s 
death in August, 1929, the value of the 
estate has shrunk from over $258,000 to 
slightly less than $200,000. This shrinkage 
is due, apparently, to stock market condi- 
tions, the testator’s estate being largely 
composed, at the time of his death, of stocks 
listed on the New York Stock Exchange, and 
subject to market fluctuations. They are not 
legal investments for trust funds and while 
the will authorized the executors to continue 
the investments and relieved them from sur- 
charge for losses arising from such reten- 
tion, it would seem to me that common busi- 
ness experience should have suggested to 
the executors, at least to the executor trust 
company, which is supposed to be a special- 
ist in this line of work, and holds itself out 
as such, that immediate sale of these stocks 


at the then market prices would have been 
most advisable, and that their retention 
might very possibly result in a loss to the 
estate. It was common knowledge, not only 
amongst bankers and trust companies, but 
the general public as well, that the stock 
market condition at the time of testator’s 
death was an unhealthy one, that values’ 
were very much inflated and that a crash 
was almost sure to occur. In view of this 
fact, I think it was the duty of the execu- 
tors to dispose of these stocks immediately 
upon their qualification as executors and 
that the loss to the estate resulting from 
their failure to act should be taken into 
consideration now in awarding them com- 
pensation for their services. It is only the 
fact that the will authorizes the executors 
to retain these stocks that prevents a sur- 
charge now.’ 


Broader View Taken By Appeals Court 


“When this decision came down it 
created a great deal of anxiety among 
the corporate fiduciaries of the State and 
it looked as if there was considerable 
trouble ahead on the question of liability 
for retaining investments. 

“Fortunately, however, the Court of 
Errors and Appeals of this State in a 
later case took a broader view of the sit- 
uation and in the case of Peoples Na- 
tional Bank of Pemberton vs. Bichler in 
115 N. J. Eq. 617, decided in 1934, the 
Court of Errors and Appeals departed 
completely from the ruling in the Cham- 
berlin case and in the following language 
took a sound and common sense view and 
in quoting from the Chamberlin case 
said: 


‘The master in his report in this case, 
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quoting from an earlier decision, says: “It 
was common knowledge not only amongst 
bankers and trust companies, but the gen- 
eral public as well, that the. stock market 
condition at the time of the testator’s death 
was an unhealthy one, that values were 
very much inflated, and that a crash was 
almost sure to occur.” In re Chamberlin, 
9 N. J. Mise. R. 809. We have no such 
prescience, and if there was such knowl- 
edge in the minds of the financial commun- 
ity and the general public, it is strange that 
the crash did not occur long before through 
the precipitate sale of overvalued securities. 
Our observation fails to discover any such 
state of the public mind and none such was 
chargeable to the administrator in this case. 
The crash of October, 1929, would appear 
to have been no more discernible than the 
even greater fall in values which took place 
subsequently. Contrast the view of another 
jurist in a like situation in re Pettigrew, 
115 N. J. Eq. 401.’ 


“In the case of In re Pettigrew, re- 
ported in 115 N. J. Eq. 401, the fiduci- 
aries were subjected to the charge that 
they sold securities at too low a price and 
that they held securities which they 
should have sold when the price was 


higher, in other words, as above stated, 
the beneficiaries advanced the claim in 
effect that the fiduciaries are insurers 
against loss in investments. 

“On the first claims against the execu- 
tors that they sold securities at too low 
a price, the Court said: 


‘Passing now to a consideration of the 
second group of exceptions, in connection 
with which it is insisted by appellants that 
the executors sold the securities in question 
at too low a price and that they, therefore, 
should be surcharged, appellants, however, 
failed to adduce any evidence which estab- 
lished or from which it could be reasonably 
inferred that the sale of these securities 
was the result of a lack of good faith or any 
failure on the part of the executors to exer- 
cise ordinary diligence, prudence or cau- 
tion. On the contrary, appellants themselves 
conceded that the quotations on these securi- 
ties greatly fluctuated after the 1929 stock 
market crash and that in February, 1931, 
when they were sold, the market had made 
a partial recovery, yielding the enhanced 
price at which the executors then sold.’ 


“The language of the Court on the 
charge against the executors that they 
negligently retained securities which 
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they should have sold is quite interesting 
and is as follows: 


‘With respect to the third of these groups 
of exceptions, it is the appellant’s conten- 
tion that the executors have negligently and 
wastefully retained as part of the testator’s 
estate certain securities as well as the real 
property of the estate. 

‘These securities, as all such others, were 
neither immune nor escaped from the finan- 
cial cataclysm which unheralded and with 
such rapidity and devastating effects en- 
gulfed the stock market in 1929, that the 
vast fortunes of even some of our ablest 
financiers were completely swept away. For 
the precipitous decline in the market and 
the general economic depression which fol- 
lowed, the executors cannot be held to 
account. To have sold the securities under 
such conditions—and at the time when even 
financial geniuses were literally pouring 
their fortunes into the stock market coffers 
so that they might be able to hold rather 
than sacrifice their securities—would prob- 
ably have rendered the executors surcharge- 
able for what then to most all hopefully 
appeared to be but temporary and retriev- 
able abnormal shrinkages in values. 

‘In not then selling, they merely did as 
hundreds of thousands of other ordinarily 
prudent and cautious persons. To surcharge 
them for so acting would be to exact of 
them the exercise of a far greater degree 
of care, caution and foresight than would 
have been exercised by the ordinarily aver- 
age prudent and cautious person under 
similar circumstances, which, of course, the 
law does not require of them. Heisler vs. 
Sharp’s Executors, 44 N. J. Eq. 167; Beam 
vs. Paterson Safe Deposit & Trust Co., 83 
N. J. Eq. 628; Smith vs. Jones, 89 N. J. Eq. 
502; In re Leonard, 107 N. J. Eq. 235; In 
re Nice, 109 N. J. Eq. 169.’ 


“There was an additional question 
present in this case, namely, a further 
charge against the executors for shrink- 
age in the value of the estate’s real prop- 
erty and in the following language the 
Court riddled this contention: 


‘The appellant asks that the executors be 
surcharged to the extent of the shrinkage in 
the value of the estate’s real property. Such 
a request, in view of the evidence before me, 
must, of necessity, find its existence in the 
supposition that they were legally enjoined 
to sell at the moment when the real estate 
had attained its highest possible price. Were 
such the legal requirement—and it is not— 
then none but prophets or sages would dare 
or be able to qualify as an executor, be- 
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cause he, by some superhuman, mystic or 
magical process, would be required by law 
to ascertain exactly when the property 
value would attain a point from which there 
would be no further advance and at the 
same time discover a person then ready, 
willing and able to buy at that price.’ ” 


Conflicting Statutes Embarrass 
New York Fiduciaries 

A situation which developed in New 
York State with respect to uninvested 
trust funds held by trust companies as 
deposits with themselves was cited by 
William R. White, Deputy Superinten- 
dent of Banks for New York and Gen- 
eral Counsel of the New York State 
Banking Department, as “an excellent 
example of the difficulties which may 
arise where two law-making bodies have 
authority over the same subject.” 

Speaking at the convention of the New 
York State Bankers Association, June 8, 
Mr. White said in this connection: 

“For many years, the State Banking 
Law required the payment of interest 
on all such funds, whether held as time 
or demand deposits. In opposition to this 
requirement, the Banking Act of 1933 
with certain exceptions, prohibited the 
payment of interest on demand deposits. 
In order to relieve the trust companies 
which were members of the Federal 
Reserve System from the embarrassment 
of trying to operate under conflicting 
statutes, the New York Legislature re- 
moved the requirement that interest be 
paid on demand deposits of trust funds. 
Now comes the Banking Act of 1935 and 
proposes to permit the payment of in- 
terest upon such funds where the state 
law so requires. In contemplation of the 
passage of such provision, the New York 
Legislature has restored the require- 
ment, to take effect not later than July 
1st, for the payment of interest on all 
trust monies which are held by a bank 
or trust company on deposit with itself.” 

On the subject of examinations, Mr. 
White said: 

“An amendment to the Banking Law, 
which recognizes the need of cooperation 
as between state and national super- 
visory agencies is one which extends 
from twelve to fifteen months the period 
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during which two examinations of banks 
and trust companies are required. This 
amendment does not deprive the Banking 
Department of the right to conduct as 
many examinations as it may believe to 
be necessary. However, by providing for 
two examinations in each consecutive 
period of fifteen months instead of in 
each calendar year, the burden upon in- 
stitutions of numerous examinations can 
be avoided to some extent. It is obvious 
that this change is not in itself sufficient 
to insure the banks against unneces- 
sarily frequent examinations. Unless a 
plan is followed by which the state, the 
Federal Reserve Bank and the Federal 
Deposit Insurance Corporation cooperate 
in the matter of examinations, the bur- 
den upon the banks is likely to increase 
rather than diminish. There is no reason 
why such a plan should not be followed. 
For years, the Federal Reserve Bank of 
New York has examined state member 
banks in conjunction with the Banking 
Department.” 





Educational Requirements for Trust Work Increasing Steadily — 
Waugh Discusses Training Problem 


ee RAINING men for trust work” 
was the subject discussed by Sam- 
uel C. Waugh, Executive Vice- 
President and Trust Officer, First Trust 
Company, Lincoln, Neb., before the trust 
functions conference at the American 
Institute of Banking convention in 
Omaha, June 11. 


In his introductory remarks, Mr. 
Waugh said, “The observations I am go- 
ing to make will not offer ideas that I 
claim as my own, but will be in the 
nature of a report of the views of 
thoughtful trust men who are active in 
the affairs of the Trust Division.” 


“More than ever before the question 
of education for trust men is occupying 
the thoughts of leaders of the Trust Di- 
vision,” he continued. “Trust education 
is in a period of great transition and is 
actually entering upon a new epoch. Per- 
haps it is not too much to say that the 
whole future of trust business as we 
know it in this country depends on the 
training of the men who as executive 
trust officers are to take charge of trust 
departments within the next few years. 


“Until quite recently a trust man who 
knew the mechanics of his trade—or his 
profession if you prefer—who knew 
enough not only to seek the advice of 
counsel but to take it, and who stuck to 
the legal list of securities approved for 
trust investment, could do a pretty good 
job. The problems of the trust men of 
yesterday were largely concerned with 
operations within the trust department. 
The problems of the trust men of today 
and tomorrow are becoming more com- 
plex and external in character. 


“Trust men will continue to have oper- 
ating questions and it is safe to assume 
that when they arise they will meet them 
in the future as in the past. Further- 
more, the trust man who is coming along, 
I think, has an opportunity for a better 
training in the mechanics of his calling 
than his predecessor, for until the Amer- 
ican Institute of Banking revised and 


expanded its courses on trust functions 
there were scant facilities anywhere for 
the study of practical trust work. Now 
the Institute can supply the trust man 
with the tools of his trade. 

“But that is not enough. Trust busi- 
ness today demands much more than 
mechanical training, and its demands are 
increasing steadily. The trust man who 
is equipped with a knowledge of the fun- 
damentals of trust business and a fami- 
liarity with operating policy and pro- 
cedure is ready to méet the problems 
within the trust department. But is he 
trained to grapple with conditions and 
developments outside the trust depart- 
ment or apparently even outside the 
trust business? 

“The history of American trust busi- 
ness in one respect is closely analogous 
to the history of the United States. At 
first trust business was small and self- 
contained. Early generations of trust 
men could afford to keep their eyes pretty 
much within the horizon of their own 
business and shun the entanglements of 
developments foreign to their calling. 
Then came the expansion of trust busi- 
ness and with it the discovery that great 
social and economic movements react 
upon trust business as upon other forms 
of human enterprise. Isolation in the 
trust business is just as impossible as 
in international relations. 

“Trust business can no longer be con- 
ducted on the basis of a number of dis- 
connected units each of which is per- 
forming its individual activities without 
regard to the other units. As in other 
phases of life, what affects any part of a 
whole, in due course affects the whole. 
The trust man today is learning to think 
of trust business as a national institu- 
tion instead of merely in terms of the 
affairs of his own trust department. He 
is faced not only with the immediate re- 
sults of wholly new and unexpected con- 
ditions but with the likelihood of having 
to steer a course through even more 
troubled waters. He must be equipped to 
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meet situations not yet described in the 
textbooks. 


Precedent Not Infallible Guide 


“Precedent is no longer an infallible 
guide in the trust business. Adaptability 
is becoming an exceedingly valuable at- 
tribute for a trust man. 

“For instance, consider the present 
system of examination of trust depart- 
ments by government authorities. In cer- 
tain localities, until a year ago, except 
for a rather superficial ‘count the cash 
and verify the securities’ sort of super- 
vision, trust departments underwent no 
examinations worthy of the name. Since 
last June the Comptroller of the Cur- 
rency and the Federal Reserve banks 
have started regular and comprehensive 
examinations of trust departments. This 
new element in the trust business has 
caused trust men to make various neces- 
sary adjustments to meet a factor hith- 
erto practically unknown. 

“Take the real estate mortgage situa- 
tion. Where are there precedents to guide 
a trust officer through the difficulties ex- 
perienced in that field? 

“Take the legal lists of authorized in- 
vestments, formerly a bulwark of pro- 
tection for the trust investment officer. 
Nowadays, these statutory requirements, 
with but few exceptions, offer little help 
in solving trust investment problems. In 
some states consideration is now being 
given to a revision of the legal list to 
provide greater elasticity, and other 
states will probably follow suit shortly. 
That job alone requires highly trained 
men. 

“Suppose we have inflation in this 
country. Even the supposition of inflation 
presents a problem never dreamt of by 
the trust men of the past generation. 

“Let us consider for a moment a less 
concrete but far reaching question. We 
are living in a time of great social 
changes. Trends are developing that may 
lead in many different directions. How 
far some of these new movements will 
go, no one can foretell. But there are 
sure to be reactions upon trust business 
in one way or another. 

“T am not proposing to give the an- 
swers to these questions. They are men- 
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tioned only to illustrate the nature of the 
things outside the trust department with 
which the trust man must concern him- 
self. Many other movements and events 
could be added to the list. 

“The trust man today has had to ad- 
just himself to these external factors in 
the hard school of experience. Experi- 
ence has taught him a lot in the past few 
years. As a result he now thinks in new 
terms and concepts. 

“But the pattern of events is becoming 
increasingly more intricate and complex. 
The Trust man of the future will come 
upon a stage set with very different 
scenery from that which his predecessors 
occupied. As I said earlier, trust educa- 
tion is passing through a transition pe- 
riod. It is emerging from the ranks of 
elementary schooling and is now enter- 
ing the realms of higher learning. 


Breadth of Vision Required 


“No longer can the trust man’s train- 
ing for trust work stop when he has com- 
pleted the technical courses. There must 
be a higher education to equip him with 
a breadth of vision that will permit of 
the fullest use of his technical knowl- 
edge. He must be trained to appraise 
economic and social tendencies, as well 
as actual occurrences, and to relate them 
to trust business. He must be trained to 
utilize known factors in order to make 
adjustments to new conditions. He must 
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be trained to apply his education in the 
fundamentals of trust work to a broader 
field. In a word, he must be trained how 
to continue his own education by himself 
steadily and persistently. 

“Can a trust man get such training? 
He can. 

“First, the courses in trust functions 
offered by the Institute will give him his 
training in the fundamentals. Nowhere 
else can he get so thorough a grounding. 

“Second, the trust courses of The 
Graduate School of Banking will give 
him the higher education modern condi- 
tions require.” 

Mr. Waugh then described the work 
and plans of the new Graduate School of 
Banking, pointing out the advantages of 
the courses offered and stressing the 
qualifications of the men who have been 
selected for the work. 

“The trust man who gains that back- 
ground of experience and education,” he 
continued, “will be trained in the com- 
plete sense. He will be ready to guide the 
destinies of a trust department, safe- 
guarding and protecting the estates un- 
der its administration, through the un- 
certainties of the years to come. 

“And when this trust man of the fu- 
ture has rounded out his training, we 
hope he will be generous and share his 
knowledge through the media of his local 
fiduciary association and the Trust Divi- 
sion of the American Bankers Associa- 
tion. 


Protection of “Trust” Title Under New Ontario Amendment 


carrying on operations under names con- 


A law restricting use of the word 
“Trust” in corporate titles was recently 
enacted in the Province of Ontario, 
Canada. J. M. Macdonnell, general man- 
ager of the National Trust Company, 
Toronto, prepared the following memo- 
randum regarding it for Trust Com- 
panies Magazine. 


“The Ontario Loan and Trust Corpo- 
rations Act, under which all Trust 
Companies carrying on business in the 
Province of Ontario are registered and 
inspected by the Provincial authorities, 
has contained since 1927 a provision 
against businesses, not trust companies, 


taining such words as ‘Trust’ and 
‘Trusts’ in association with such words 
as ‘Company,’ ‘Corporation,’ and so on. 
Recently, however, the incorporation of a 
company not designed for the business of 
trusteeship but containing in its name 
the word ‘Trusts’ took place under the 
Ontario Companies Act, and request was, 
therefore, made to the Ontario authori- 
ties to have the section, above referred 
to, in the Trust and Loan Corporations 
Act amended so as to prevent similar in- 
corporations in the future. This request 
has now been given effect, and the 
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amended section of the Ontario Loan and 
Trust Corporations Act now reads as 
follows: 


‘Any person, partnership, organization, 
society, association, company or corpora- 
tion, not being a corporation registered 
under this Act or under The Insurance 
Act, assuming or using in Ontario a name 
which includes any of the words “Loan,” 
“Mortgage,” “Trust,” “Trusts,” “Invest- 
ment,” or “Guarantee” in combination or 
connection with any of the words “Cor- 
poration,” “Company,” “Association” or 
“Society” or “Limited” or “Incorporated” 
or any abbreviations thereof, or in com- 
bination or connection with any similar 
collective term or, assuming or using in 
Ontario any similar name, or any name 
or combination of names which is likely 
to deceive or mislead the public shall be 
guilty of an offence; and any person act- 
ing on behalf of such person, partner- 
ship, organization, society, association, 
company or corporation shall also be 
guilty of an offence; but where any of 
such combinations of words formed part 
of the corporate name of any combination 
theretofore duly incorporated by or under 
the authority of an Act of Ontario or of 
the Parliament of Canada the combina- 
tion may continue to be used in Ontario 
as part of the corporate name.’ 


“The Federal authorities in Ottawa 
advise that their present practice is to 
allow no such incorporation under the 
law of the Dominion. 

“Apart from the obvious interest of 
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Canadian Trust Companies generally in 
having the conditions of incorporation 
clarified, the interest of the public at 
large seems to be equally served by this 
amendment.” 


Far Reaching Effect of Plans to Exempt Homesteads From 
Taxation Discussed by Robert M. Paige 


N previous articles on legislative 
I trends we have reported various bills 

introduced in state legislatures de- 
signed to exempt homesteads from taxa- 
tion. This agitation has been gathering 
headway, and its effects are apt to be far 
reaching. 

A memorandum on the subject has been 
prepared by Robert M. Paige, Secretary- 
Treasurer of the Governmental Research 
Association. This memorandum has been 
made available to us by Henry W. Toll, 
Executive Director of the American Leg- 
islators’ Association, who states empha- 


tically that his Association neither en- 
dorses nor recommends legislation and 
that the memorandum is made available 
solely for its factual value. 

After outlining the history of the 
movement, Mr. Paige says: 


“Homestead exemption has proved to be 
a subject of widespread interest to the 44 
legislatures meeting during 1935. Bills or 
resolutions on this subject have been intro- 
duced in at least 30 states. In two states 
these measures have been passed. Both of 
them propose constitutional amendments 
which must now be voted on by the people. 
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“The New Mexico measure (S. J. R. No. 
5) approved February 1, 1935, proposes an 
amendment which would authorize the leg- 
islature to exempt from the property tax all 
homesteads up to the value of $2,500. 

“The Utah measure (S. J. R. No. 2) pro- 
poses an amendment which would exempt 
all homes and homesteads up to $2,000 of 
their assessed value and personal property 
up to $300. This will be submitted to a popu- 
lar referendum in 1936, and if ratified, the 
1937 legislature is empowered to enact the 
necessary statutory changes to carry out its 
provisions. 

“The following state legislatures consid- 
ered homestead exemption measures during 
1935 but defeated them either in committee 
or on the floor: Arkansas, Colorado, Geor- 
gia, Idaho, Kansas, Minnesota, Montana, 
Nebraska, Nevada, New York, North Da- 
kota, Oregon, South Dakota, Washington, 
West Virginia, Wyoming. In all of these 
states except Nebraska the legislatures have 
now adjourned. 

“In Iowa the governor vetoed a homestead 
exemption measure after a spirited fight. 
Homestead exemption measures are pending 
in the following states: Alabama, Califor- 
nia, Illinois, Massachusetts, Michigan, Mis- 
souri, Ohio, Oklahoma, Pennsylvania, and 
Texas. In Alabama the governor is under- 
stood to favor homestead exemption. 

“In Michigan an exemption measure which 
would apply only to homesteads owned by 
persons over 65 years of age has been passed 
by the House. Several bills proposing the 
exemption of all homesteads up to $5,000 in 
value are also before the Michigan legisla- 
ture. 

“In Oklahoma several bills proposing con- 
stitutional amendments embodying home- 
stead exemptions are before the legislature 
and the Oklahoma Tax Commission has 
made a special study of the probable imme- 
diate eifects of an exemption of $1,000 on 
the revenues of counties, cities, and schools. 

“In Texas a constitutional amendment has 
been proposed which would extend the pres- 
ent exemption from state property tax levies 
enjoyed by all homesteads on the first $3,000 
of value, and exempt such property from all 
tax levies including those for city and school 
purposes. This resolution passed the House 
and is now before the Senate. 


Factors to be Considered in Determining the 
Desirability of Homestead Exemption 
“Local governments derive about 90 per 


cent of their revenues from taxes on real 
property. Any major change in the property 
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tax system therefore deserves to be consid- 
ered carefully as its effects are certain to be 
far reaching. 


Reduction in Tax Rolls 


“The first and most obvious question to 
arise in connection with a homestead exemp- 
tion proposal is: By how much will the tax 
duplicates of the cities, school districts, and 
counties of the state be reduced? 

“Reasonably accurate estimates of the re- 
ductions in tax duplicates which would be 
caused by homestead exemption measures 
can be computed from the statistics on home 
ownership, published by the United States 
Bureau of the Census. In the report of the 
1930 Census, Volume 6, will be found tables 
showing by states and by cities the number 
of homes in ten value classifications, the first 
class consisting of those under $2,000 in 
value and the tenth class, of those over $20,- 
000 in value. 

“In a state where assessed valuations 
closely approximate full value the Census 
figures can be used directly to determine the 
total assessed valuation which would be 
taken off the tax roll by an exemption of 
any given amount. Some adjustment must 
be made, however, if assessments are con- 
siderably below the full value level. The fact 
that the data are now five years old may 
also detract considerably from their accu- 
racy in some communities. 

“The best way to determine in any given 
state the probable loss in revenue from a 
homestead exemption measure is to make a 
study of the assessor’s records in a typical 
community. Studies of this kind have been 
made in a number of states where homestead 
exemption measures are pending. The re- 
sults of some of these studies are as follows: 

“ALABAMA. The Bureau of Business Re- 
search of the University of Alabama has 
published’ the results of an investigation 
of the assessor’s records in Tuscaloosa 
County. The Bureau found that an exemp- 
tion of $2,000 true value would reduce the 
assessable property values for state, county, 
and school purposes 16.12 per cent. The City 
of Tuscaloosa would lose about 20.19 per 
cent of its tax duplicate. 

“The governor in a press conference 
stated that there were about 189,000 home- 
steads in Alabama and that a $2,000 exemp- 
tion would take $180,000,000 off of the tax 
rolls. This sum is approximately 13 per 
cent of the total assessed value of real prop- 
erty in this state. 


1“Studies of Legislative Problems in Alabama.” 


1934. Mimeographed Series No. 5. Part 2. 
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“FLORIDA. On the basis of the federal 
census statistics, the Florida League of 
Municipalities estimated’ that the $5,000 
homestead exemption measure adopted by 
the state in November, 1934, will remove 
from the tax rolls property worth about 15 
per cent of the total full value of taxable 
property in the state. Recent reports from 
Florida indicate that the situation is still 
highly confused, and no data are available 
to indicate how the homestead exemption has 
actually affected tax rolls. 

“GEORGIA. The executive secretary of 
the Association of County Commissioners of 
Georgia has estimated*® that the $5,000 home- 
stead exemptions proposed in the state would 
take off of the tax rolls at least one-third of 
the present assessed values and reduce rev- 
enues by $13,000,000. He has presented fig- 
ures to show that 93% of the total value of 
farm property and 55% of the value of city 
property is made up of parcels valued at 
$5,000 or less. 

“NEW MEXICO. The New Mexico Tax- 
payers Association made an examination of 
the tax rolls in four counties and found that 
an exemption of $2,200 ($300 less than is 
provided for in the proposed constitutional 
amendment to be voted on this fall) would 
reduce assessable values by about 12 per 
cent.’ 

“OKLAHOMA. The Oklahoma Tax Com- 
mission has recently published a _ study 
showing the estimated loss of revenue which 
would result from a homestead exemption 
of $1,000.° For the state as a whole it is 
estimated that an exemption of this amount 
would reduce the total assessed value of 
property throughout the state by 14 per 
cent. Estimated reductions in tax rolls were 
also calculated for counties, cities, and 
schools, and show that the average or state- 
wide reduction in assessed valuations does 
not give a full picture of the results of an 
exemption measure. Jurisdictions which are 
relatively poor or largely residential in 
character would find their resources much 
more sharply reduced than would wealthier 
communities and those having on their tax 
rolls considerable amounts of business, in- 
dustrial, and apartment house property. For 
example, the reductions in assessed valua- 
tion for counties would range from 35.4 per 
cent to 7.8 per cent. 


2 See Florida Municipal Record. October, 1934. p. 13. 

3 “Property Tax Exemptions and Rate Limitations.” 
January, 1935. p. 17. 

*See New Mexico Tax Bulletin. January, 1933. pp. 
11-15. 

5 See “A Study of the Probable Immediate Effect 
of Homestead Tax Exemption in Oklahoma.” Bulletin 


No. 2. February 25, 1935. 
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“From these studies it may be concluded 
that homestead exemption measures result 
in very considerable reductions in assessed 
valuations subject to property taxation. If 
an exemption measure is coupled with a new 
or additional tax calculated to replace en- 
tirely the revenue formerly derived from 
homesteads, the question of the desirability 
of the exemption becomes largely a question 
of the relative merits of the property tax 
on homes compared with the new revenue 
measures as devices for distributing the tax 
burden equitably. 

“Tf new or replacement taxes are not pro- 
vided local governments have five alterna- 
tives: 


1) adoption of economies which reduce 
costs but not services. 
2) reduction and elimination of services 
and adoption of other retrenchments. 
3) increase in taxes levied against prop- 
erty other than homesteads. 
4) development of new sources of revenue 
in accordance with the powers given 
them by state and local laws. 
5) increase of indebtedness. 
“The one of these five courses which will 
be adopted by the local governments in a 
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state enacting a homestead exemption meas- 
ure is dependent upon local conditions, the 
extent to which economies and retrench- 
ments have already been adopted, the pres- 
ent burden of the property tax on non- 
exempt property, and the powers which lo- 
cal governments possess to raise revenue by 
other means than by taxing property. 


Replacement Revenues 


“Recognizing the fact that the most im- 
mediate problem resulting from homestead 
exemption will be the reduction in the rev- 
enues of state and local governments, pro- 
ponents of this measure in several states 
have come forward with specific proposals 
for replacement taxes. In Alabama a sales 
tax has been made a part of the pending 
homestead exemption bill. In Florida a sales 
tax has been championed by friends of 
homestead exemption although this revenue 
replacement measure has not yet been en- 
acted. In Louisiana the exemption amend- 
ment as noted above provides that home- 
steads shall be exempt only insofar as rev- 
enues are available in the ‘Property Tax 
Relief Fund.’ In Iowa a similar solution to 
the problem of replacement levies was pro- 
posed in the homestead exemption bill 
passed by the Legislature but vetoed by the 
government. Sales and income tax laws have 
recently been enacted in Iowa. It was pro- 
posed that after diverting a portion of these 
new revenues to unemployment relief the 
balance of the proceeds be used to relieve 
the tax burden on homesteads. After the first 
$2,500 of value in all homesteads had been 
exempt from property taxation the remain- 
der, if any, would have been used to reduce 
taxes on other property. 


Other Considerations 


“The problems presented by the loss of 
revenue resulting from homestead exemp- 
tion are not the only ones which deserve at- 
tention. 

“Should the state subsidize the present 
owners of homes? 

“The difficulties through which home- 
owners have labored during the past few 
years are well known. Their plight has been 
officially recognized and assistance to home- 
owners has been extended both: by the fed- 
eral government (HOLC, etc.) and many 
of the state governments (mortgage mora- 
toria, reduction in the penalties and inter- 
est on delinquent taxes). Homestead exemp- 
tion, however, is usually advanced as a per- 
manent and not as a temporary measure. 
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This leads to the question, ‘Should the state 
subsidize home ownership?’ 

“In favor of such a policy it may be ar- 

gued that: 

1. Home ownership is essential to the pres- 
ervation of democratic institutions. It is 
appropriate therefore that the state en- 
courage home ownership and tax exemp- 
tion is an effective and convenient way 
to extend this aid. 

. The regressive assessment of property 
(the assessment of low-valued proper- 
ties at a higher percentage of full value 
than high-valued properties) is believed 
to be a universal tendency.’ Homestead 
exemption will therefore make the tax 
system conform more closely to the 
principle of “ability to pay” and hence 
make the tax system more equitable. 

. Real estate generally is bearing too 
large a part of the total tax burden and 
the tax system will be made more equi- 
table if a part of this total burden is 
redistributed on some other basis. 

“Against the contention that the state 

should subsidize home ownership the follow- 
ing arguments are advanced: 

1. Home ownership is not the only and 
may not be the most important bulwark 
of the democracy. Many families, either 
because of low incomes, fluctuating in- 
comes, impermanence of present posi- 
tions, or preference find it more eco- 
nomical or desirable to rent rather than 
to own their dwellings.’ There are no 
sound reasons why those who rent 
homes should subsidize home owners. 

. Tax exemption may be the easiest way 
for the state to subsidize home owner- 
ship but if such subsidies are deemed 
desirable, some method, other than tax 
exemption, should be used to distribute 
them as: 

a. The subsidy should be related to 
need and should not be the same for 
all those living in houses valued at 
more than the amount of the ex- 
emption, or progressively decreased 
as the value of homes worth less 
than the exemption decreases; 

. Tax exemption is an indirect sub- 
sidy, the exact amount or cost of 


6“There are probably few types of discrimination 
that are more clearly established than that of large 
parcels of property against small parcels. It appears 
to be impossible for the assessors as a class to assess 
large parcels at as high a percentage of the true 
value as the small parcels.’”” Jens P. Jenson, Public 
Finance. 1924. p. 253. 


7 Statistics seem to indicate that about half of all 
families are in this category. See report of 1930 
Census, U. S. Bureau of the Census. Vol. 6, Table 2. 
p. 6. 
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which is hard to determine. Furth- 
ermore, taxpayers are seldom re- 
minded of the fact that tax exemp- 
tions are subsidies which those who 
are not exempt must bear. 

. Tax exemption is a continuing sub- 
sidy not subject to periodic review 
and hence may continue long after 
it has ceased to be needed and jus- 
tified. 

3. The tendency to assess low-valued prop- 
erties at a higher percentage of full 
value than high-valued properties can 
be corrected by the use of scientific as- 
sessment techniques. Although a home- 
stead exemption may tend to correct the 
regressive assessment of property 
whether it will make the tax system as 
a whole more equitable depends upon 
the kind of tax which is selected as a 
replacement levy. 

. It is difficult to determine whether real 
estate is now bearing an unduly large 
proportion of the total tax burden. How- 
ever, only the burden or incidence of 
the real estate tax on homes is involved 
in considering homestead exemption 
proposals. If one assumes that an equi- 
table tax system is one which distributes 
the tax burden on the basis of ability 
to pay it is relevant to point out that 
homeowners as a class enjoy larger in- 
comes than do renters as a class. With 
all its inequalities therefore the prop- 
erty tax on homesteads is one of the 
“progressive” elements in the tax sys- 
tems, that is, it tends to conform to the 
principle of ability to pay by bearing 
most heavily upon the class having the 
largest incomes. 


Passage of Trust Investment 
Bill in Penna. Expected 


The Committee on Trust Investments, 
Pennsylvania Bankers Association, in its 
report to the convention held at Scran- 
ton, June 6, expressed full confidence 
that the trust investment bill prepared 
by the committee would be passed by 
Pennsylvania legislature before adjourn- 
ment. 

“Thus will come to a close,” the report 
stated, “a long but successful effort to 
remove from its inflexible state in the 
Constitution of our state the question of 
trust investments, and place in the hands 
of living men one of the most important 
questions having to do with trust estates 
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and, through these estates, the support 
of individuals as well as institutions 
relying upon the income from these es- 
tates and trusts. In addition to the abil- 
ity of fiduciaries to serve customers in 
a more helpful manner by reason of 
greater diversity and increased income, 
it should attract new appointments to 
serve for the living as well as the dead.” 


State Advisory Banking Boards 


Legislation providing for an advisory 
banking board in Maryland became effective 
June ist. Board members, serving gratis, 
are to be appointed by Governor Nice from 
recommendations made by the Baltimore 
Clearing House Association, Maryland 
Bankers Association and Association of 
Mutual Saving Banks of Baltimore. 

Members of New Jersey’s advisory bank- 
ing board have been appointed by Governor 
Hoffman. Nominations of the eight mem- 
bers, who serve without compensation, sent 
to the Senate for confirmation, are as fol- 
lows: J. H. Bachellor, president of Fidelity- 
Union Trust Company, Newark; J. A. 
Campbell, chairman of Trenton Banking 
Company; F. C. Ferguson, president of 
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Founpep in 1784, throughout the years the Bank of New York and 
Trust Company has steadily broadened its field of usefulness, and has 
always kept its facilities responsive to the needs of the times. 


Because of its independent position and its strict adherence to con- 
servative banking principles, this Bank represents those qualities of 
Stability which characterize old and tried institutions; it has atall 

” times zealously upheld its tradition of personal relationship with 1 its 
clients," ° * 


The facilities of this institution are fully. developed for.thé-efficient 
management of bankingand trust funds. alongsound and-conservative 
lines. They are complete, and have never been expanded beyond the 
point where thorough supervision by the officers can constantly be 
given to every account, 
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